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SUMMARY 
T h i s i s an i n v e s t i g a t i o n o f t h e c o o r d i n a t i o n o f t h e goods and 
s e r v i c e s o f h o s p i t a l d e p a r t m e n t s . I t s g e n e r a l purpose i s t o c o n t r i b u t e 
t o t h e body o f knowledge i n h o s p i t a l management s y s t e m s . I t s g e n e r a l 
o b j e c t i v e i s t h e deve lopment o f p r a c t i c a l p r o c e d u r e s t h rough which man­
a g e r s can e f f e c t i v e l y c o o r d i n a t e t h e goods and s e r v i c e s o f h o s p i t a l 
d e p a r t m e n t s . As used in t h i s i n v e s t i g a t i o n , t h e t e rm " c o o r d i n a t i o n " 
r e f e r s t o t h e i d e n t i f i c a t i o n , a v a i l a b i l i t y , and t h e u s e , i n t h e p r o p e r 
amount s , o f d e p a r t m e n t a l goods and s e r v i c e s which b l e n d i n t o a harmonious 
e f f o r t t o a c h i e v e t h e g o a l s o f t h e h o s p i t a l . The t e rm "management s y s t e m " 
r e f e r s t o t h e management team and t h e mechanisms and p r o c e d u r e s which 
t h e members o f t h e team deve lop and use i n p l a n n i n g f o r , o r g a n i z i n g , 
s t a f f i n g , d i r e c t i n g , and c o n t r o l l i n g t h e d e p a r t m e n t a l " p r o d u c t i o n 
s y s t e m s , " t h e c o m b i n a t i o n s o f f a c i l i t i e s and p e r s o n n e l t h a t a c t u a l l y 
p roduce t h e goods and s e r v i c e s o f d e p a r t m e n t s . 
H o s p i t a l s a r e complex o r g a n i z a t i o n s wi th many quas i - au tonomous 
d e p a r t m e n t s o r g a n i z e d around complex t e c h n o l o g i e s , Not a l l o f t h e s e 
d e p a r t m e n t s p roduce goods and s e r v i c e s which d i r e c t l y p r o v i d e p a t i e n t 
c a r e ; many produce goods and s e r v i c e s which b e n e f i t p a t i e n t s o n l y 
i n d i r e c t l y by b e n e f i t i n g o t h e r d e p a r t m e n t s . One o f t h e c u r r e n t and m a j o r 
p rob lems o f h o s p i t a l a d m i n i s t r a t o r s i s t o c a u s e depar tmen t h e a d s , f i r s t , 
t o c o o r d i n a t e t h e goods and s e r v i c e s o f t h e d e p a r t m e n t s a n d , t h e n , t o 
manage t h e d e p a r t m e n t s i n t h e e f f i c i e n t p r o d u c t i o n o f t h e goods and 
s e r v i c e s . 
v i i i 
As a medium through which t o a n a l y z e h o s p i t a l o r g a n i z a t i o n and 
management , p r o c e d u r e s f o r c o o r d i n a t i n g d e p a r t m e n t a l goods and s e r v i c e s 
a r e d e r i v e d from t h e g e n e r a l p r o c e d u r e s o f p u b l i c u t i l i t y e c o n o m i c s 
and implemented in a h o s p i t a l management s y s t e m . These p r o c e d u r e s f o c u s 
on t h e " b u s i n e s s t r a n s a c t i o n s " be tween p r o d u c e r and c o n s u m e r s . These 
t r a n s a c t i o n s a r e t a k e n t o b e a fundamenta l component o f c o o r d i n a t i o n . 
From t h e a n a l y s i s o f h o s p i t a l o r g a n i z a t i o n and management , 2 3 
c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management which c o n t r i b u t e 
t o t h e need f o r , and i n f l u e n c e t h e d e s i g n o f , p r o c e d u r e s th rough which 
h o s p i t a l managers f o r m a l l y c o o r d i n a t e d e p a r t m e n t a l goods and s e r v i c e s 
a r e i d e n t i f i e d . These c h a r a c t e r i s t i c s p e r t a i n t o t h e f o l l o w i n g g e n e r a l 
e l e m e n t s o f h o s p i t a l o r g a n i z a t i o n and management: 
1 . O r g a n i z a t i o n . 
2 . R e l a t i o n s Among D e p a r t m e n t s . 
3 . T e c h n o l o g i c a l Theme. 
4 . O r g a n i z a t i o n a l P o s i t i o n s . 
5 . F i s c a l P r o c e d u r e s . 
These c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management a r e 
used i n t h e deve lopment o f a program o f c o o r d i n a t i o n which i n c l u d e s 
p r a c t i c a l p r o c e d u r e s f o r c o o r d i n a t i n g d e p a r t m e n t a l goods and s e r v i c e s 
which conform t o t h e c h a r a c t e r i s t i c s . The program o f c o o r d i n a t i o n 
c o n s i s t s o f t h e f o l l o w i n g s e q u e n t i a l s t e p s o r p r o j e c t s , each o f which 
p r o d u c e s a s p e c i f i c r e s u l t : 
1 . E s t a b l i s h a h o s p i t a l s e r v i c e s c o m m i s s i o n . 
2 . I d e n t i f y d e p a r t m e n t a l goods and s e r v i c e s , 
ix 
3. Establish the authority and responsibility for each 
good and service. 
4. Value goods and services. 
5 . Modify budgets. 
6. Account for transactions. 
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CHAPTER I 
COORDINATION AND COST CONTAINMENT IN HOSPITALS 
T h i s i s an i n v e s t i g a t i o n o f t h e c o o r d i n a t i o n o f t h e goods and 
s e r v i c e s o f h o s p i t a l d e p a r t m e n t s . I t s g e n e r a l purpose i s t o c o n t r i b u t e 
t o t h e body o f knowledge i n h o s p i t a l management s y s t e m s . I t s g e n e r a l 
o b j e c t i v e i s t h e deve lopment o f p r a c t i c a l p r o c e d u r e s t h rough which man­
a g e r s can e f f e c t i v e l y c o o r d i n a t e t h e goods and s e r v i c e s o f h o s p i t a l 
d e p a r t m e n t s . As used i n t h i s i n v e s t i g a t i o n , t h e t e rm " c o o r d i n a t i o n " 
r e f e r s t o t h e i d e n t i f i c a t i o n , a v a i l a b i l i t y , and t h e u s e , i n t h e p r o p e r 
amount s , o f t h o s e d e p a r t m e n t a l goods and s e r v i c e s which b l e n d i n t o a 
harmonious e f f o r t t o a c h i e v e t h e g o a l s and o b j e c t i v e s o f t h e h o s p i t a l . 
The t e rm "management s y s t e m " r e f e r s t o t h e management team and t h e 
mechanisms and p r o c e d u r e s which t h e members o f t h e team d e v e l o p and use 
i n p l a n n i n g f o r , o r g a n i z i n g , s t a f f i n g , d i r e c t i n g , and c o n t r o l l i n g t h e 
d e p a r t m e n t a l " p r o d u c t i o n s y s t e m s , " t h e c o m b i n a t i o n s o f f a c i l i t i e s and 
p e r s o n n e l t h a t a c t u a l l y p roduce t h e goods and s e r v i c e s o f t h e d e p a r t ­
ments . 
H o s p i t a l s have a c l e a r mandate t o c o n t a i n c o s t s ; however , t h e r e 
i s n o t a c o r r e s p o n d i n g c l a r i t y a s t o which c o s t s can be c o n t a i n e d w i t h ­
ou t s a c r i f i c e s i n t h e q u a l i t y o f p a t i e n t c a r e . Whi le p a t i e n t c a r e 
r e s u l t s from t h e p r o d u c t i o n o f d e p a r t m e n t a l goods and s e r v i c e s and t h e 
p r e p o n d e r a n c e o f h o s p i t a l c o s t s i s i n c u r r e d by t h e depa r tmen t s in t h e 
p r o d u c t i o n o f t h e s e goods and s e r v i c e s , t h e r e l a t i o n s h i p s be tween p a t i e n t 
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c a r e , d e p a r t m e n t a l goods and s e r v i c e s , and d e p a r t m e n t a l c o s t s a r e n o t 
r e a d i l y a p p a r e n t . H o s p i t a l s a r e complex o r g a n i z a t i o n s w i th many q u a s i -
au tonomous , t e c h n i c a l d e p a r t m e n t s . Many o f t h e depa r tmen t h e a d s , c i t i n g 
j u s t i f i c a t i o n s b a s e d upon t h e i r e x p e r t knowledge o f t h e complex t e c h ­
n o l o g y o f t h e i r d e p a r t m e n t s , o f t e n u n i l a t e r a l l y s p e c i f y t h e goods and 
s e r v i c e s o f t h e i r d e p a r t m e n t . And i n t h i s complex s e t t i n g , n o t a l l o f 
t h e d e p a r t m e n t s p roduce goods and s e r v i c e s which d i r e c t l y p r o v i d e p a t i e n t 
c a r e ; many h o s p i t a l depa r tmen t s p roduce goods and s e r v i c e s which b e n e f i t 
p a t i e n t s o n l y i n d i r e c t l y by b e n e f i t i n g o t h e r d e p a r t m e n t s w h i c h , i n t u r n , 
p roduce goods and s e r v i c e s which b e n e f i t o t h e r d e p a r t m e n t s and p a t i e n t s . 
One o f t h e c u r r e n t and maijor p rob lems o f a h o s p i t a l a d m i n i s t r a t o r i s t o 
c a u s e t h e depa r tmen t h e a d s , f i r s t , t o c o o r d i n a t e t h e goods and s e r v i c e s 
o f t h e d e p a r t m e n t s and , t h e n , t o manage t h e depa r tmen t s i n t h e e f f i c i e n t 
p r o d u c t i o n o f t h e goods and s e r v i c e s . The p r e s e n t i n v e s t i g a t i o n i s c o n ­
c e r n e d w i t h t h e deve lopment o f p r a c t i c a l p r o c e d u r e s f o r e f f e c t i v e l y 
c o o r d i n a t i n g t h e s e goods and s e r v i c e s . 
Cos t Conta inment i n H o s p i t a l s 
The U n i t e d S t a t e s i s e x p e r i e n c i n g a s i g n i f i c a n t i n c r e a s e i n t h e 
demand f o r h e a l t h c a r e s e r v i c e s , and t h i s i n c r e a s e i s e x p e c t e d t o c o n ­
t i n u e i n t o t h e f o r e s e e a b l e f u t u r e . The number o f p e o p l e i n t h e U n i t e d 
S t a t e s i s i n c r e a s i n g , and , o f c o u r s e , a d d i t i o n a l c i t i z e n s c r e a t e a d d i ­
t i o n a l demands f o r h e a l t h c a r e s e r v i c e s . Bu t o f even more s i g n i f i c a n c e , 
more c i t i z e n s a r e b e g i n n i n g t o demand t h a t h e a l t h c a r e s e r v i c e s be made 
a v a i l a b l e t o a l l c i t i z e n s . I n c r e a s i n g l y , h e a l t h c a r e i s b e i n g viewed as 
a r i g h t t o be a v a i l a b l e t o a l l , n o t m e r e l y t o t h e more a f f l u e n t . Such 
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government programs a s Med ica re and M e d i c a i d , and such new c o n c e p t s a s 
h e a l t h m a i n t e n a n c e o r g a n i z a t i o n s a r e t h e b e g i n n i n g s o f m a j o r e f f o r t s t o 
make h e a l t h c a r e s e r v i c e s a v a i l a b l e t o a l l c i t i z e n s , and programs which 
p l a c e more p e o p l e i n t h e r o l e o f consumers o f h e a l t h c a r e s e r v i c e s 
f u r t h e r i n c r e a s e t h e demand f o r t h e s e s e r v i c e s . 
A s i g n i f i c a n t p o r t i o n o f t h i s i n c r e a s e i n demand i s s u p p l y 
g e n e r a t e d . Rap id s t r i d e s i n m e d i c a l t e c h n o l o g y a r e p r o d u c i n g m a j o r 
changes and improv ing t h e more t r a d i t i o n a l h e a l t h c a r e s e r v i c e s . I n 
a d d i t i o n , many new s e r v i c e s which were b e i n g i n t r o d u c e d i n r e s e a r c h -
o r i e n t e d i n s t i t u t i o n s a few y e a r s ago a r e now w i d e l y a v a i l a b l e a s 
s t a n d a r d p r a c t i c e s and p r o c e d u r e s , and a d d i t i o n a l s e r v i c e s a r e b e i n g 
d e v e l o p e d . As t h e s e new s e r v i c e s and improvements i n s e r v i c e s become 
a v a i l a b l e , a d d i t i o n a l demand i s g e n e r a t e d . 
The i n c r e a s e i n t h e demand f o r s e r v i c e s and t h e i n c r e a s e i n t h e 
number o f s e r v i c e s a v a i l a b l e i n c o m b i n a t i o n w i t h such f a c t o r s a s t h e 
i n f l a t i o n a r y i n c r e a s e s i n t h e p r i c e s o f a l l t h e goods and s e r v i c e s used 
i n t h e h e a l t h sys t em have produced d r a m a t i c i n c r e a s e i n t h e t o t a l c o s t s 
o f t h e h e a l t h c a r e sys tem—from $ 1 7 , 9 0 0 , 0 0 0 i n 1 9 5 5 t o $ 6 7 , 2 0 0 , 0 0 0 , 0 0 0 
i n 1 9 7 0 . 1 
T h i s r a p i d r a t e o f i n c r e a s e i n t h e c o s t s o f h e a l t h c a r e s e r v i c e s 
i s now r e c e i v i n g a t t e n t i o n from many groups i n t h e Un i t ed S t a t e s . Over 
t h e p a s t few y e a r s , a r t i c l e s a b o u t t h e expand ing h e a l t h c a r e s y s t e m and 
i t s c o s t s have been a p p e a r i n g w i t h i n c r e a s i n g f r e q u e n c y i n such w i d e l y 
1The Size and Shape of the Medical Care Dollar: Chart Book/1970j 
Depar tment o f H e a l t h , E d u c a t i o n , and W e l f a r e , U . S . Government P r i n t i n g 
O f f i c e , W a s h i n g t o n , D . C . , 1 9 7 1 , p . 5 . 
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r e a d and i n f l u e n t i a l j o u r n a l s a s Business Week, Newsweek, Harvard Busi­
ness Review, Forbes3 and Fortune. I t i s o b v i o u s t o many t h o u g h t f u l 
Amer icans t h a t , w i th t h e p r e s e n t h e a l t h c a r e s y s t e m and n a t i o n a l p r i o r i ­
t i e s , an a c c e l e r a t i n g i n c r e a s e i n t h e c o s t o f p r o v i d i n g h e a l t h c a r e 
s e r v i c e s s e r i o u s l y r e s t r i c t s t h e e x p a n s i o n o f t h e s y s t e m and r e d u c e s t h e 
a v a i l a b i l i t y o f h e a l t h s e r v i c e s t o many needy p e r s o n s . 
As a r e s u l t o f t h e a t t e n t i o n t o and t h e e f f e c t o f t h e i n c r e a s i n g 
c o s t s , e f f o r t s a r e now b e i n g d e v o t e d t o i n n o v a t i v e a p p r o a c h e s t o modify 
o r r e d e s i g n a l l o r p o r t i o n s o f t h e c u r r e n t h e a l t h c a r e s y s t e m . But no 
m a t t e r what changes a r e i n t r o d u c e d , h o s p i t a l s w i t h e s s e n t i a l l y t h e i r 
p r e s e n t f a c i l i t i e s and o r g a n i z a t i o n w i l l c o n t i n u e t o be one o f t h e ma jo r 
f o c a l p o i n t s i n t h e d e l i v e r y o f h e a l t h c a r e s e r v i c e s f o r many y e a r s i n t o 
t h e f u t u r e . The American H o s p i t a l A s s o c i a t i o n r e p o r t e d t h a t i n 1 9 7 0 t h e 
U n i t e d S t a t e s had $ 3 6 , 1 5 9 , 1 9 8 , 0 0 0 i n v e s t e d i n 7 , 1 2 3 h o s p i t a l s w i th 
2 
2 , 5 3 7 , 1 1 2 e m p l o y e e s . The U n i t e d S t a t e s s i m p l y c a n n o t a f f o r d t o f a i l 
t o g i v e p r o p e r a t t e n t i o n t o t h e s e a s s e t s . Nor i s i t r e a s o n a b l e t o 
e x p e c t m a j o r changes i n h o s p i t a l f a c i l i t i e s and o r g a n i z a t i o n o r a m a j o r 
r e t r a i n i n g o f h o s p i t a l employees i n t h e s h o r t r u n . 
As a ma jo r component o f t h e h e a l t h c a r e s y s t e m , h o s p i t a l s have 
e x p e r i e n c e d i n c r e a s e s i n t h e demand f o r s e r v i c e s and t h e c o s t s o f p r o ­
v i d i n g t h e s e r v i c e s comparab le t o t h o s e o f t h e e n t i r e h e a l t h c a r e s y s t e m . 
The demand f o r h o s p i t a l s e r v i c e s , a s i n d i c a t e d by t h e number o f a d m i s ­
s i o n s , i n c r e a s e d by a p p r o x i m a t e l y 50 p e r c e n t from 1 9 5 5 th rough 1 9 7 0 , 
"Guide I s s u e , " Hospitals3 V o l . 4 5 , No. 1 5 , P a r t 2 , August 1 , 
1 9 7 1 , p . 4 6 3 . 
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from 2 1 , 0 7 3 , 0 0 0 a d m i s s i o n s t o 3 1 , 7 5 9 , 0 0 0 a d m i s s i o n s . As i n d i c a t e d by 
t h e number o f o u t p a t i e n t v i s i t s , t h e demand f o r s e r v i c e s from t h e s e same 
h o s p i t a l s i n c r e a s e d by a p p r o x i m a t e l y 54 p e r c e n t i n o n l y f i v e y e a r s , 
from 1 2 5 , 7 9 3 , 0 0 0 v i s i t s i n 1965 t o 1 8 1 , 3 7 0 , 0 0 0 v i s i t s i n 1 9 7 0 . The c o s t s 
o f p r o v i d i n g t h e i n p a t i e n t and o u t p a t i e n t s e r v i c e s o f t h e s e h o s p i t a l s 
i n c r e a s e d a p p r o x i m a t e l y 360 p e r c e n t from 1955 t h rough 1 9 7 0 , from 
$ 5 , 5 9 4 , 0 0 0 , 0 0 0 t o $ 2 5 , 5 5 6 , 0 0 0 , 0 0 0 . 3 
Whateve r t h e c a u s e s , i n f l u e n c i n g f a c t o r s , o r e x t e n u a t i n g c i r c u m ­
s t a n c e s , t h e r a p i d i n c r e a s e s i n t h e c o s t o f o p e r a t i n g h o s p i t a l s r e d u c e 
t h e a v a i l a b i l i t y o f h o s p i t a l s e r v i c e s t o a c o n s i d e r a b l e number o f p e o p l e . 
These i n c r e a s e s a l s o consume much o f t h e funds which c o u l d be used t o 
expand t h e h e a l t h s y s t e m and make more h e a l t h c a r e s e r v i c e s a v a i l a b l e t o 
more p e o p l e . 
Concern abou t t h e s e i n c r e a s e s i n c o s t s has l e d a number o f p e o p l e 
b o t h w i t h i n and o u t s i d e o f t h e h o s p i t a l f i e l d t o demand c o s t c o n t a i n m e n t . 
Even though a p p r o a c h e s t o c o s t c o n t a i n m e n t may d i f f e r i n s c o p e and com­
p l e x i t y , t h e s p i r i t o f c o s t c o n t a i n m e n t i s q u i t e c l e a r : r e a l i s t i c c o n ­
t r o l o f t h e c o s t o f o p e r a t i n g h o s p i t a l s . 
Major Approaches t o Cos t Conta inment 
The growing demand f o r t h e c o n t a i n m e n t o f t h e c o s t s o f o p e r a t i n g 
h o s p i t a l s has p r e c i p i t a t e d many p o s i t i v e r e s p o n s e s . One o f t h e most 
p r o m i s i n g r e s p o n s e s has been an a c c e l e r a t i o n o f a movement p r e v i o u s l y 
i n i t i a t e d i n t h e h o s p i t a l f i e l d by f a r - s i g h t e d i n d i v i d u a l s who r e c o g n i z e d 
3Ibid.3 p . 4 6 0 . 
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and responded to the need for cost containment prior to the demand by the 
public. In this movement, hospitals have been adopting the successful 
cost containment approaches which had been developed, accepted, and 
implemented in the major U.S. manufacturing industries. Although there 
are many variations, the approaches being adopted can be grouped into 
the following classes: 
1. Using qualified managers who improve the efficiency 
of the production systems. 
2. Developing and applying techniques to improve the 
efficiency of the production systems. 
It should be noted that both of these approaches deal with 
improving the efficiency of production systems. In hospitals, as in 
most organizations, the preponderance of costs is incurred in the pro­
duction systems. Here, people are employed in the production of the 
goods and services of the hospital. These people use the space, supplies, 
and equipment of the hospital in the performance of physical and mental 
activities as directed by the procedures of the hospital. Improving the 
efficiency of these production systems can contribute to cost contain­
ment . 
The first of these approaches, the use of qualified managers who, 
through experience, training, or education, are skilled in many of the 
varied, complex functions of management, is now accepted in all U.S. 
industries. Originally businesses were operated by the owners. As the 
corporate structure became the organization through which large amounts 
of necessary capital were accumulated, resources were organized, and goods 
and services were produced, management became more complex and ownership 
7 
became d i s p e r s e d among a l a r g e number o f p e o p l e . To more s u c c e s s f u l l y 
a c h i e v e t h e i r o b j e c t i v e s , t h e s e owners employed managers t o p l a n , o r g a n ­
i z e , s t a f f , d i r e c t , and c o n t r o l t h e o r g a n i z a t i o n s . Al though t h e s e 
managers d id n o t n e c e s s a r i l y have c o s t c o n t a i n m e n t a s a p r i m a r y o b j e c ­
t i v e , t o be s u c c e s s f u l , t h e y c e r t a i n l y had t o m a i n t a i n c o s t s which were 
be low t h e p r i c e s r e c e i v e d f o r t h e i r goods and s e r v i c e s , such p r i c e s 
b e i n g d e t e r m i n e d a t l e a s t p a r t i a l l y by c o m p e t i t i o n . 
Al though l a g g i n g b e h i n d t h e m a n u f a c t u r i n g i n d u s t r y by s e v e r a l 
d e c a d e s , t h e growth in s i z e and c o m p l e x i t y o f h o s p i t a l s c l o s e l y p a r a l l e l s 
t h e growth o f m a n u f a c t u r i n g o r g a n i z a t i o n s . From s m a l l o r g a n i z a t i o n s i n 
which t h e p r i n c i p a l s e r v i c e was c o m p a s s i o n a t e a t t e n t i o n , h o s p i t a l s have 
grown i n t o l a r g e o r g a n i z a t i o n s w i t h e x t r e m e l y complex m e d i c a l s e r v i c e s , 
employing s e v e r a l thousand p e r s o n s . With s i g n i f i c a n t advances i n such 
a r e a s a s a n e s t h e s i a , s u r g i c a l t e c h n i q u e s , b a c t e r i o l o g y , p a t h o l o g y , and 
d i a g n o s t i c and t r e a t m e n t equ ipmen t , t h e h e a l t h p r o f e s s i o n s p r o v i d e d more 
and more s e r v i c e s . As t h e demand f o r t h e s e s e r v i c e s g rew, h o s p i t a l s grew. 
F o r many y e a r s dur ing t h i s g rowth , i t was a c c e p t e d t h a t t h e 
a d m i n i s t r a t o r o f a h o s p i t a l s h o u l d b e a d o c t o r o f m e d i c i n e . As t h e 
h o s p i t a l s became l a r g e r and more c o m p l e x , t h e "owners" r e c o g n i z e d t h a t 
q u a l i f i e d managers c o u l d h e l p o r g a n i z e t h e r e s o u r c e s t o more e f f e c t i v e l y 
and e f f i c i e n t l y a c h i e v e t h e o b j e c t i v e s o f t h e h o s p i t a l . I n many l a r g e 
h o s p i t a l s , managers have been employed a s h o s p i t a l a d m i n i s t r a t o r s , b r i n g ­
i n g t o t h e h o s p i t a l advanced t e c h n i q u e s f o r p l a n n i n g , o r g a n i z i n g , 
4 
L e t o u r n e a u , C h a r l e s U . , " H o s p i t a l A d m i n i s t r a t i o n ; A True P r o f e s ­
s i o n , " Hospital Administrationj V o l . 1 3 , No. 1 , W i n t e r , 1 9 6 8 , p . 5 7 . 
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s t a f f i n g , d i r e c t i n g , and c o n t r o l l i n g t h e p r o d u c t i o n s y s t e m s a n d , t h e r e b y , 
improv ing t h e e f f i c i e n c y o f t h e s e s y s t e m s . 
The s e c o n d approach t o c o s t c o n t a i n m e n t i n m a n u f a c t u r i n g o r g a n i ­
z a t i o n s , t h e deve lopment and a p p l i c a t i o n o f t e c h n i q u e s t o improve t h e 
e f f i c i e n c y o f t h e p r o d u c t i o n s y s t e m s , u s e s t h e a s s i s t a n c e o f such groups 
a s t h e m a n u f a c t u r e r s o f equipment and s u p p l i e s and t h e e d u c a t o r s , 
r e s e a r c h e r s , and p r a c t i t i o n e r s c o n c e r n e d w i th t h e t e c h n o l o g y i n e a c h o f 
t h e p r o d u c t i o n s y s t e m s . A n o t h e r , and m a j o r , c o n t r i b u t o r i s i n d u s t r i a l 
5 
e n g i n e e r i n g . E v o l v i n g from t h e p i o n e e r works o f T a y l o r and t h e G i l -
b r e t h s i n t h e m a n u f a c t u r i n g i n d u s t r y , i n d u s t r i a l e n g i n e e r i n g has become 
a c c e p t e d and implemented i n a l l m a j o r i n d u s t r i e s i n t h e U n i t e d S t a t e s . 
Al though d e v e l o p e d abou t t h e same t ime a s t h e c o n c e p t o f q u a l i f i e d , non -
owner m a n a g e r s , t h e a c c e p t a n c e and i m p l e m e n t a t i o n o f i n d u s t r i a l e n g i n e e r ­
ing h a s t e n d e d t o l a g b e h i n d t h e a c c e p t a n c e and i m p l e m e n t a t i o n o f t h i s 
t y p e o f management. As t h e s e managers have become e s t a b l i s h e d , t h e y have 
made i n d u s t r i a l e n g i n e e r i n g a permanent p a r t o f t h e o r g a n i z a t i o n i n a 
s t a f f p o s i t i o n p r o v i d i n g t e c h n i c a l a s s i s t a n c e t o management. 
The a c c e p t a n c e and i m p l e m e n t a t i o n o f i n d u s t r i a l e n g i n e e r i n g i n 
h o s p i t a l s i s q u i t e s i m i l a r t o i t s a c c e p t a n c e and i m p l e m e n t a t i o n i n o t h e r 
i n d u s t r i e s . L a r g e r h o s p i t a l s w i t h q u a l i f i e d managers l e d t o an 
5 
As used h e r e , t h e t e rm " i n d u s t r i a l e n g i n e e r " i s synonymous w i t h 
t h e t e r m s management e n g i n e e r , s y s t e m s e n g i n e e r , s y s t e m s and i n d u s t r i a l 
e n g i n e e r , and o p e r a t i o n s r e s e a r c h e r . 
. F o r a d d i t i o n a l i n f o r m a t i o n abou t h o s p i t a l i n d u s t r i a l e n g i n e e r i n g , 
s e e S m a l l e y , Haro ld E . , and John R . Freeman, Hospital Industrial Engineer­
ingj R e i n h o l d P u b l i s h i n g C o r p o r a t i o n , New Y o r k , 1 9 6 6 , 4 6 0 p p . ; and Manage­
ment Engineering for Hospitals, American H o s p i t a l A s s o c i a t i o n , C h i c a g o , 
1 9 7 0 , 26 pp . 
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i n c r e a s i n g a c c e p t a n c e and i m p l e m e n t a t i o n o f i n d u s t r i a l e n g i n e e r i n g . As 
i n o t h e r i n d u s t r i e s , i n d u s t r i a l e n g i n e e r s i n h o s p i t a l s have t e n d e d t o 
f o c u s t h e i r a t t e n t i o n and e f f o r t s on improv ing t h e e f f i c i e n c y o f t h e 
p r o d u c t i o n s y s t e m s . They have a s s i s t e d management by d e v e l o p i n g and 
a p p l y i n g t e c h n i q u e s f o r p l a n n i n g and o r g a n i z i n g t h e p e o p l e , s u p p l i e s , 
e q u i p m e n t , and s p a c e and p r e p a r i n g t h e p o l i c i e s and p r o c e d u r e s t h rough 
which t h e s e r e s o u r c e s a r e d i r e c t e d . 
Al though t h e use o f i n d u s t r i a l e n g i n e e r s a s f u l l - t i m e s t a f f 
s p e c i a l i s t s i n h o s p i t a l management i s growing s t e a d i l y , most h o s p i t a l s 
w i t h such r e s o u r c e s a c q u i r e t h e s e r v i c e s from management c o n s u l t i n g 
c o m p a n i e s , t h e s t u d e n t s and f a c u l t i e s o f c o l l e g e s and u n i v e r s i t i e s , o r 
from one o f t h e l a t e s t i n n o v a t i o n s i n t h e f i e l d o f h o s p i t a l management— 
s h a r e d management e n g i n e e r i n g s e r v i c e s . ^ 
Tha t t h e c o s t s o f h o s p i t a l p r o d u c t i o n s y s t e m s can be c o n t a i n e d can 
be i n f e r r e d from t h e c o s t s a v i n g s s t u d i e s which have been r e p o r t e d i n t h e 
l i t e r a t u r e . In h i s r e v i e w o f c o s t c o n t a i n m e n t s t u d i e s d u r i n g 1 9 6 9 , John 
Freeman i n c l u d e d r e f e r e n c e s t o s t u d i e s r e p o r t i n g annua l s a v i n g s o f 
Q 
$ 1 6 , 0 0 0 , $ 1 0 0 , 0 0 0 , and $ 1 6 0 , 0 0 0 i n t h r e e h o s p i t a l s . The American 
H o s p i t a l A s s o c i a t i o n r e p o r t s c o s t c o n t a i n m e n t s t u d i e s which r e d u c e d t h e 
a v e r a g e i n p a t i e n t r e c e i v a b l e s i n one h o s p i t a l by more t h a n $ 4 0 0 , 0 0 0 , 
which r educed t h e a v e r a g e l e n g t h o f s t a y o f B l u e C r o s s s u r g i c a l p a t i e n t s 
7 . . . 
F o r a d d i t i o n a l i n f o r m a t i o n abou t s h a r e d s e r v i c e s , s e e Coopera­
tive, Multihospital Management Engineering Programs, H o s p i t a l Management 
Sys t ems S o c i e t y , C h i c a g o , O c t o b e r , 1 9 6 8 , 17 pp . 
g 
Freeman , John R . , "Sys t ems E n g i n e e r i n g , " Hospitals, V o l . 4 4 , 
No. 7 . A p r i l 1 , 1 9 7 0 , pp . 1 5 1 - 4 . 
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by one day , which d e c r e a s e d t h e a v e r a g e n u r s i n g s t a f f l e v e l i n a group 
o f h o s p i t a l s w i th o v e r 90,000 p a t i e n t days p e r month by 0 . 2 s t a f f hour 
p e r p a t i e n t day , and which a c h i e v e d c o s t s a v i n g s i n e x c e s s o f $ 1 8 m i l l i o n 
9 
a n n u a l l y i n 140 C a l i f o r n i a h o s p i t a l s . 
In summary, t h e w i d e s p r e a d a c c e p t a n c e and i m p l e m e n t a t i o n o f t h e s e 
a p p r o a c h e s i n most U . S . i n d u s t r i e s can be t a k e n a s an i n d i c a t i o n o f t h e i r 
v a l u e i n c o n t r o l l i n g c o s t s . When u t i l i z e d i n h o s p i t a l s , t h e s e a p p r o a c h e s 
c o n t r i b u t e t o t h e d e s i g n and i m p l e m e n t a t i o n o f more e f f i c i e n t p r o d u c t i o n 
s y s t e m s and , t h e r e b y , t o t h e c o n t a i n m e n t o f c o s t s . With t h e i n c r e a s i n g 
demand f o r t h e c o n t a i n m e n t o f h o s p i t a l c o s t s , t h e s e two a p p r o a c h e s w i l l 
become even more w i d e l y a c c e p t e d and implemented i n h o s p i t a l s . 
However, one o f t h e p r e r e q u i s i t e s t o t h e d e s i g n o f an e f f i c i e n t 
p r o d u c t i o n sy s t em i s i n f o r m a t i o n abou t t h e t y p e s and amounts o f goods and 
s e r v i c e s t o be p roduced by t h e s y s t e m . In many i n d u s t r i e s , much o f t h i s 
t y p e o f i n f o r m a t i o n i s s u p p l i e d by a dominan t , c e n t r a l t e c h n o l o g y . In 
h o s p i t a l s t h i s i n f o r m a t i o n t y p i c a l l y must be g e n e r a t e d th rough s p e c i a l 
s t u d i e s . Y e t t h i s e s s e n t i a l i n f o r m a t i o n c o u l d be r o u t i n e l y g e n e r a t e d 
t h rough a h o s p i t a l management sys t em which f o r m a l l y c o o r d i n a t e s t h e goods 
and s e r v i c e s o f t h e h o s p i t a l d e p a r t m e n t s . 
The Prob lem o f C o o r d i n a t i o n 
Whether s p e c i a l o r g e n e r a l , l o n g - t e r m o r s h o r t - t e r m , p r o p r i e t a r y 
o r n o t - f o r - p r o f i t , h o s p i t a l s a r e o r g a n i z e d t o p roduce goods and s e r v i c e s . 
To m a i n t a i n c o n t r o l o v e r t h e a c t i o n s o f t h e employees and t h e use o f t h e 
Management Engineering for Hospitals, op. ait., pp . 2 2 - 4 . 
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r e s o u r c e s i n t h e p r o d u c t i o n o f t h e goods and s e r v i c e s , t o g a i n economies 
in t h e p r o d u c t i o n o f t h e goods and s e r v i c e s , and t o s e t c l e a r p o l i c y i n 
r e g a r d t o each o f t h e many t e c h n o l o g i e s , h o s p i t a l s h a v e , t o a c e r t a i n 
e x t e n t , d e c e n t r a l i z e d management. Tha t i s quas i - au tonomous d e p a r t m e n t s 
have been formed w i t h i n h o s p i t a l s . F o r e x a m p l e , a d i e t a r y depa r tmen t 
i s formed by b r i n g i n g under one c o n t r o l a l l t h e a c t i v i t i e s a s s o c i a t e d 
w i th t e c h n o l o g i e s used i n t h e p r e p a r a t i o n and d i s t r i b u t i o n o f f o o d . A 
d i e t i c i a n , g i v e n a u t h o r i t y o v e r t h e s e a c t i v i t i e s , i s e x p e c t e d t o o b t a i n 
economies i n t h e p r e p a r a t i o n and d i s t r i b u t i o n o f food and t o e s t a b l i s h 
and m a i n t a i n un i form h o s p i t a l p o l i c y w i t h r e g a r d t o t h e t y p e s and q u a l i t y 
o f food s e r v i c e s . 
Through e x t e n s i v e a p p l i c a t i o n o f t h i s c o n c e p t o f d e p a r t m e n t a t i o n , 
h o s p i t a l s have become complex o r g a n i z a t i o n s wi th many d e p a r t m e n t s . 
J o s e p h Owen, i n t h e book Modem Concepts of Hospital Administration, 
i l l u s t r a t e d t h i s c o m p l e x i t y by hav ing 25 o f t h e 52 c h a p t e r s c o r r e s p o n d t o 
f u n c t i o n s around which h o s p i t a l d e p a r t m e n t s a r e t r a d i t i o n a l l y o r g a n i z e d , 
w i th each o f t h e s e c h a p t e r s w r i t t e n by an e x p e r t i n t h e t e c h n o l o g y o f t h e 
depar tment ." ' " 0 Ray Brown and R i c h a r d J o h n s o n , i n t h e book Hospitals 
Visualized, i d e n t i f i e d 32 h o s p i t a l departments."'"' '" The American H o s p i t a l 
A s s o c i a t i o n , i n i t s b o o k l e t d e s c r i b i n g t h e d e s i g n o f t h e c h a r t o f a c c o u n t s 
f o r h o s p i t a l s , p r e s e n t e d i l l u s t r a t i v e h o s p i t a l o r g a n i z a t i o n c h a r t s f o r 
l a r g e h o s p i t a l s , medium h o s p i t a l s , and s m a l l e r h o s p i t a l s . From t h e s e 
• ^Modern Concepts of Hospital Administration, e d . J o s e p h K. Owen, 
W. B . Saunder s Company, P h i l a d e l p h i a , 1 9 6 2 , 823 pp . 
1 1 B r o w n , Ray E . , and R i c h a r d L . J o h n s o n , Hospitals Visualized, 
American C o l l e g e o f H o s p i t a l A d m i n i s t r a t o r s , C h i c a g o , 1 9 6 1 , 1 3 4 pp . 
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c h a r t s , i t i s p o s s i b l e t o i d e n t i f y 66 d e p a r t m e n t s i n l a r g e h o s p i t a l s , 
37 d e p a r t m e n t s i n medium h o s p i t a l s , and 17 depa r tmen t s i n s m a l l e r 
h o s p i t a l s ^ 
A p r i m a r y o b j e c t i v e o f each o f t h e s e d e p a r t m e n t s i s t h e p r o d u c t i o n 
o f goods and s e r v i c e s which a r e o f b e n e f i t t o o t h e r d e p a r t m e n t s and t o 
p a t i e n t s . F o r e x a m p l e , a h o s p i t a l l a u n d r y p r o d u c e s goods and s e r v i c e s 
e i t h e r f o r a l i n e n depa r tmen t o r d i r e c t l y t o t h o s e d e p a r t m e n t s u s i n g 
l i n e n s . The h o s p i t a l l a u n d r y , i n t u r n , i s p r o v i d e d goods and s e r v i c e s 
from such h o s p i t a l d e p a r t m e n t s a s m a i n t e n a n c e , p e r s o n n e l , t h e b u s i n e s s 
o f f i c e , and p u r c h a s i n g . As i n t h e c a s e o f t h e l a u n d r y , most h o s p i t a l 
d e p a r t m e n t s a r e b o t h " p r o d u c e r " d e p a r t m e n t s , p r o v i d i n g goods and s e r v i c e s 
t o o t h e r d e p a r t m e n t s and p a t i e n t s , and "consumer" d e p a r t m e n t s , u t i l i z i n g 
goods and s e r v i c e s from o t h e r d e p a r t m e n t s . 
The many q u a s i - a u t o n o m o u s , t e c h n i c a l depa r tmen t s which p roduce 
and consume goods and s e r v i c e s l e a d s t o t h e problem o f c o o r d i n a t i n g t h e 
goods and s e r v i c e s o f t h e d e p a r t m e n t s . The e x i s t e n c e o f t h i s b a s i c 
p rob lem i s i l l u s t r a t e d by t h e c o n t r a s t i n g v iews o f e x p e r t s which a r e 
p r e s e n t e d a s "modern c o n c e p t s o f h o s p i t a l management" i n t h e book by t h e 
same name. J a n e Rohrback wro t e t h a t t h e p e r s o n n e l depar tmen t s h o u l d p r o ­
v i d e t r a i n i n g f o r a l l h o s p i t a l e m p l o y e e s , s i n c e t h e o t h e r depa r tmen t 
heads do n o t have t h e t i m e n o r t h e n e c e s s a r y s k i l l t o conduc t t h i s t r a i n -
13 
i n g . The a u t h o r o f t h e c h a p t e r on t h e pharmacy a g r e e d t h a t t h e 
12 
Chart of Accounts for Hospitals, American H o s p i t a l A s s o c i a t i o n , 
C h i c a g o , 1 9 6 6 , pp . 3 7 - 4 2 , 1 2 7 , and 1 3 0 . 
13 
R o h r b a c k , J a n e C , " H o s p i t a l P e r s o n n e l A d m i n i s t r a t i o n , " Modern 
Concepts of Hospital Administration, e d . J o s e p h K. Owen, W. B . Saunde r s 
Company, P h i l a d e l p h i a , 1 9 6 2 , pp . 1 3 2 - 3 . 
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p h a r m a c i s t s h o u l d n o t b e i n v o l v e d i n t r a i n i n g t h e employees i n t h e 
pharmacy . Au thors o f t h e c h a p t e r s on l a u n d r y , e n g i n e e r i n g , h o u s e k e e p i n g , 
r a d i o l o g y , and n u r s i n g p r e f e r r e d t h a t t h e t r a i n i n g be c o n d u c t e d by t h e 
depar tmen t head in each o f t h e s e d e p a r t m e n t s . E . C. W o l f , i n h i s c h a p ­
t e r on h o s p i t a l p r o c u r e m e n t , would have t h e p rocu remen t depa r tmen t 
" p u r c h a s e f o r a l l d e p a r t m e n t s o f t h e h o s p i t a l , t h u s p e r m i t t i n g t h e p r o ­
f e s s i o n a l l y t r a i n e d p e o p l e i n t h e h o s p i t a l t o d e v o t e t h e i r t i m e and 
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e f f o r t t o t h e b e t t e r a d m i n i s t r a t i o n o f t h e i r d e p a r t m e n t . " T h i s p o i n t 
was d e b a t e d by a u t h o r s o f c h a p t e r s d e v o t e d t o t h e f u n c t i o n s o f l a u n d r y , 
e n g i n e e r i n g , h o u s e k e e p i n g , pharmacy , r a d i o l o g y , and n u r s i n g s e r v i c e . 
S i m i l a r d i f f e r e n c e s in p r o f e s s i o n a l o p i n i o n abou t t h e a v a i l a b i l i t y and 
use o f d e p a r t m e n t a l goods and s e r v i c e s can be found among most o f t h e 
depa r tmen t heads i n a h o s p i t a l . 
From h i s i n c i s i v e o b s e r v a t i o n s o f h o s p i t a l management and o r g a n i ­
z a t i o n , S t a n l e y Young i n f e r r e d t h a t h o s p i t a l depa r tmen t heads do n o t aim 
t o c o o r d i n a t e t h e goods and s e r v i c e s o f t h e i r d e p a r t m e n t s ; r a t h e r , t h e y 
m a i n t a i n a s t a t e o f n o n - i n t e r f e r e n c e i n t h e a f f a i r s o f e a c h o t h e r . He 
d r a m a t i c a l l y p o r t r a y e d t h e p i c t u r e t h u s l y : 
. . ^ Each [ h o s p i t a l ] depar tmen t more o r l e s s went i t s own way. 
A k i n d o f f e u d a l sy s t em e x i s t e d i n which t h e h o s p i t a l r e p r e s e n t e d 
a s e r i e s o f p r i n c i p a l i t i e s , l o o s e l y o r g a n i z e d under t h e a e g i s o f 
t h e h o s p i t a l a d m i n i s t r a t o r . Each depa r tmen t was p o s s e s s i v e abou t 
i t s own j u r i s d i c t i o n a l r i g h t s and p r i v i l e g e s . O c c a s i o n a l l y , two 
o r more would i n f o r m a l l y r e a c h some accommodation o v e r c e r t a i n 
t y p e s o f c h a n g e s . T h i s r e p r e s e n t e d a t r e a t y o f s o r t s be tween 
r e s p e c t i v e dukedoms. An i m p l i c i t s t r u g g l e be tween depa r tmen t s 
W o l f , E . C , " H o s p i t a l P r o c u r e m e n t , " Modern Concepts of Hospital 
Administration, e d . J o s e p h K. Owen, W. B . Saunder s Company, P h i l a d e l p h i a , 
1 9 6 2 , p . 1 1 8 . 
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c o n t i n u e d o v e r budge t a l l o c a t i o n s , w i t h each a t t e m p t i n g t o 
maximize i t s own d e p a r t m e n t a l d e v e l o p m e n t . 1 5 
One o f t h e m a j o r c h a l l e n g e s f a c i n g h o s p i t a l a d m i n i s t r a t o r s i s t o 
c a u s e t h e depa r tmen t h e a d s , f i r s t , t o c o o r d i n a t e t h e goods and s e r v i c e s 
o f t h e d e p a r t m e n t s s o a s t o e f f e c t i v e l y a c h i e v e t h e o b j e c t i v e s o f t h e 
h o s p i t a l , and , t h e n , t o manage t h e d e p a r t m e n t s i n t h e e f f i c i e n t p r o d u c ­
t i o n o f t h e goods and s e r v i c e s o f t h e d e p a r t m e n t s . E f f e c t i v e c o o r d i n a ­
t i o n can a s s i s t i n a s s u r i n g t h a t a l l t h e goods and s e r v i c e s n e c e s s a r y t o 
t h e o b j e c t i v e s o f t h e h o s p i t a l a r e b e i n g p r o d u c e d . E f f e c t i v e c o o r d i n a ­
t i o n can c o n t r i b u t e d i r e c t l y t o c o s t c o n t a i n m e n t th rough a r e d u c t i o n i n 
any d u p l i c a t i o n o f e f f o r t i n t h e p r o d u c t i o n o f goods and s e r v i c e s and 
t h e e l i m i n a t i o n o f any goods and s e r v i c e s which a r e n o t e s s e n t i a l t o 
t h e o b j e c t i v e s o f t h e h o s p i t a l . And, e f f e c t i v e c o o r d i n a t i o n can c o n ­
t r i b u t e d i r e c t l y t o c o s t c o n t a i n m e n t by p r o v i d i n g a p r a c t i c a l b a s i s f o r 
t h e i d e n t i f i c a t i o n o f t h e demand f o r t h e goods and s e r v i c e s o f each 
d e p a r t m e n t , i n f o r m a t i o n e s s e n t i a l t o t h e d e s i g n o f e f f i c i e n t p r o d u c t i o n 
s y s t e m s . 
O b j e c t i v e s 
The g e n e r a l o b j e c t i v e o f t h i s i n v e s t i g a t i o n i s t h e deve lopment o f 
p r a c t i c a l p r o c e d u r e s th rough which managers can e f f e c t i v e l y c o o r d i n a t e 
t h e goods and s e r v i c e s o f h o s p i t a l d e p a r t m e n t s . To t h i s e n d , t h e two 
s p e c i f i c o b j e c t i v e s o f t h i s i n v e s t i g a t i o n a r e : 
1 . To i d e n t i f y c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and 
management which c o n t r i b u t e t o t h e need f o r , ' a r i d 
Young, S t a n l e y , Management: A Systems Analysis, S c o t t , F o r e s -
man £ Company, G l e n v i e w , I l l i n o i s , 1 9 6 6 , p . 2 9 9 . 
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i n f l u e n c e t h e d e s i g n o f , p r o c e d u r e s w i t h which h o s p i t a l 
management c o o r d i n a t e s t h e goods and s e r v i c e s o f t h e 
d e p a r t m e n t s . 
2 . To deve lop p r a c t i c a l p r o c e d u r e s f o r c o o r d i n a t i n g goods 
and s e r v i c e s which conform t o t h e c h a r a c t e r i s t i c s o f 
h o s p i t a l o r g a n i z a t i o n and management. 
Scope and L i m i t a t i o n s 
P r o c e d u r e s f o r c o o r d i n a t i o n d e v e l o p e d i n t h i s i n v e s t i g a t i o n a r e 
a p p l i c a b l e t o a wide r a n g e o f h o s p i t a l s . B a s i c a l l y t h i s i n v e s t i g a t i o n 
i s c o n c e r n e d w i t h t h e i d e n t i f i c a t i o n and t h e s p e c i f i c a t i o n s o f t h e goods 
and s e r v i c e s produced i n each h o s p i t a l depa r tmen t and t h e mechanisms and 
p r o c e d u r e s t h rough which t h e s e goods and s e r v i c e s a r e exchanged among t h e 
d e p a r t m e n t s and d e l i v e r e d t o p a t i e n t s . The p r o d u c t i o n , e x c h a n g e , and 
d e l i v e r y o f d e p a r t m e n t a l goods and s e r v i c e s o c c u r i n a l l h o s p i t a l s . 
Al though e f f i c i e n t p r o d u c t i o n o f t h e s e goods and s e r v i c e s o f 
h o s p i t a l d e p a r t m e n t s c o n t r i b u t e s t o c o s t c o n t a i n m e n t , t h i s i n v e s t i g a t i o n 
i s n o t d i r e c t e d a t t h o s e management f u n c t i o n s d e a l i n g d i r e c t l y w i th t h e 
h o s p i t a l p r o d u c t i o n s y s t e m s . Such f u n c t i o n s a s p l a n n i n g , o r g a n i z i n g , 
s t a f f i n g , d i r e c t i n g , and c o n t r o l l i n g t h e p r o d u c t i o n s y s t e m s i n t h e 
d e p a r t m e n t s a r e c u r r e n t l y r e c e i v i n g c o n s i d e r a b l e a t t e n t i o n . E f f e c t i v e 
t e c h n i q u e s f o r p e r f o r m i n g t h e s e f u n c t i o n s a r e b e i n g d e v e l o p e d and i m p l e ­
mented by h o s p i t a l a d m i n i s t r a t o r s , h o s p i t a l i n d u s t r i a l e n g i n e e r s , h o s ­
p i t a l depar tmen t h e a d s , and o t h e r g r o u p s . 
Nor a r e t h e m o t i v a t i o n a l a s p e c t s o f h o s p i t a l management d i r e c t l y 
i n c l u d e d . T h i s i n v e s t i g a t i o n f o c u s e s on c o o r d i n a t i o n r a t h e r t han 
c o o p e r a t i o n and on s e r v i c e s r a t h e r t h a n p e o p l e . Al though t h e e m p l o y e e s , 
e ach w i t h h i s own h o p e s , d e s i r e s , c a p a b i l i t i e s , and i n t e r e s t s , p roduce 
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h e a l t h c a r e goods and s e r v i c e s , i t i s t h e goods and s e r v i c e s which 
b e n e f i t t h e p a t i e n t . And a l t h o u g h t h e employees must c o o p e r a t e i f t h e 
o b j e c t i v e s o f a h o s p i t a l a r e t o be a c h i e v e d , c o o r d i n a t i n g t h e goods and 
s e r v i c e s produced by t h e i r e f f o r t s w i l l d i r e c t t h e a t t e n t i o n o f t h e 
employees t o t h o s e a r e a s i n which t h e y s h o u l d c o o p e r a t e . C o o r d i n a t i n g 
t h e goods and s e r v i c e s o f t h e d e p a r t m e n t s does n o t e l i m i n a t e t h e need 
f o r a p e o p l e - o r i e n t e d management s y s t e m , b u t i t does f o r m a l l y d i r e c t 
management a t t e n t i o n t o t h o s e goods and s e r v i c e s which a r e t o be 
p r o d u c e d . 
Overview 
The approach used i n t h i s i n v e s t i g a t i o n i s m a n i f e s t e d i n t h e 
f o l l o w i n g s t e p s : 
1 . C h a p t e r I I : A su rvey o f t h e dominant p r o c e d u r e s and 
t e c h n i q u e s f o r f o r m a l l y c o o r d i n a t i n g goods and s e r v i c e s 
and t h e g e n e r a l c h a r a c t e r i s t i c s o f t h e o r g a n i z a t i o n s and 
management in t h e i n d u s t r i e s i n which t h e y were d e v e l o p e d . 
2 . C h a p t e r I I I : A s t u d y o f t h e c o o r d i n a t i o n o f goods and 
s e r v i c e s in a s m a l l , g e n e r a l h o s p i t a l du r ing t h e implemen­
t a t i o n and o p e r a t i o n o f p r o c e d u r e s d e r i v e d from t h e funda ­
m e n t a l p r i n c i p l e s o f p u b l i c u t i l i t y e c o n o m i c s . 
3 . Chap t e r I V : The i d e n t i f i c a t i o n o f a s e t o f r e l e v a n t 
c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management 
which c o n t r i b u t e t o t h e need f o r and i n f l u e n c e t h e 
d e s i g n o f p r o c e d u r e s t h rough which h o s p i t a l managers 
f o r m a l l y c o o r d i n a t e d e p a r t m e n t a l goods and s e r v i c e s . 
4 . Chap te r V: The deve lopment o f p r o c e d u r e s which conform 
t o t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and 
management and th rough which h o s p i t a l managers f o r m a l l y 
c o o r d i n a t e d e p a r t m e n t a l goods and s e r v i c e s . 
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CHAPTER I I 
TECHNIQUES FOR COORDINATING GOODS AND SERVICES 
The c o o r d i n a t i o n o f goods and s e r v i c e s i s n o t a p rob lem un ique t o 
h o s p i t a l s . I t e x i s t s t o some d e g r e e i n t h e o r g a n i z a t i o n s i n a l l i n d u s ­
t r i e s . And, t o t h e p r a c t i c i n g managers i n t h e s e o r g a n i z a t i o n s , t h e 
c o o r d i n a t i o n o f goods and s e r v i c e i s o n l y one o f a l a r g e a r r a y o f complex 
management f u n c t i o n s t o be p e r f o r m e d . 
Among t h o s e d i s c i p l i n e s which d e v e l o p , and a s s i s t i n t h e implemen­
t a t i o n o f , t e c h n i q u e s th rough which t h e managers can more e f f e c t i v e l y 
and e f f i c i e n t l y pe r fo rm t h e s e complex f u n c t i o n s a r e management, i n d u s ­
t r i a l e n g i n e e r i n g , and e c o n o m i c s . T y p i c a l l y , t h e t e c h n i q u e s from each 
o f t h e s e d i s c i p l i n e s a r e d e v e l o p e d from t h e body o f knowledge u n d e r l y i n g 
t h e d i s c i p l i n e . Many o f t h e t e c h n i q u e s a r e d e v e l o p e d t o conform t o t h e 
c h a r a c t e r i s t i c s o f t h e o r g a n i z a t i o n s and management w i t h i n a s p e c i f i c 
i n d u s t r y . And, a l t h o u g h c o o r d i n a t i o n i s n o t e m p h a s i z e d , many o f t h e 
t e c h n i q u e s do i n c l u d e p r o c e d u r e s t h rough which managers f o r m a l l y c o o r d i ­
n a t e goods and s e r v i c e s . 
In t h i s c h a p t e r i s p r e s e n t e d a s u r v e y o f t h e b a s i c a p p r o a c h e s o f 
t h e more p rominen t t e c h n i q u e s from t h e d i s c i p l i n e s o f management, i n d u s ­
t r i a l e n g i n e e r i n g , and e c o n o m i c s which i n c l u d e p r o c e d u r e s f o r c o o r d i ­
n a t i n g goods and s e r v i c e s . The d i s c u s s i o n o f each t e c h n i q u e i n c l u d e s a 
b r i e f e x a m i n a t i o n o f some o f t h e dominant c h a r a c t e r i s t i c s o f t h e o r g a n i ­
z a t i o n s and management which i n f l u e n c e d t h e d e s i g n o f t h e p r o c e d u r e s f o r 
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f o r m a l l y c o o r d i n a t i n g goods and s e r v i c e s . T h i s s u r v e y i l l u s t r a t e s t h e 
b a s i c approach o f , and t h e c u r r e n t body o f knowledge i n c o r p o r a t e d i n t o , 
t h i s i n v e s t i g a t i o n . 
Management 
S e v e r a l w r i t e r s i n t h e f i e l d o f management have been c o n c e r n e d 
w i t h t h e use o f g o a l s and o b j e c t i v e s a s a means o f i n f o r m a l c o o r d i n a t i o n . 
Among t h e s e , C h e s t e r B a r n a r d , i n examin ing t h e f o r m a l o r g a n i z a t i o n a s a 
c o o p e r a t i v e s y s t e m , i d e n t i f i e d t h e f o r m u l a t i o n o f p u r p o s e s and o b j e c t i v e s 
a s one o f t h e p r i n c i p a l f u n c t i o n s o f management, i n d i c a t i n g t h a t t h e 
c o o p e r a t i o n and c o o r d i n a t i o n s o n e c e s s a r y t o t h e s u c c e s s f u l o p e r a t i o n o f 
an o r g a n i z a t i o n c o u l d be more r e a d i l y a c h i e v e d w i th t h e development o f 
s p e c i f i c g o a l s f o r e ach o f t h e d e p a r t m e n t s o r d i v i s i o n s o f t h e o r g a n i z a ­
t ion." '" And P e t e r Drucke r s p e c i f i c a l l y r e l a t e d g o a l s and o b j e c t i v e s t o 
t h e c o o r d i n a t i o n o f t h e goods and s e r v i c e s o f d e p a r t m e n t s when he s a i d 
t h a t : 
. . . O b j e c t i v e s s h o u l d l a y ou t what p e r f o r m a n c e t h e man ' s own 
m a n a g e r i a l u n i t i s supposed t o p r o d u c e . They s h o u l d l a y ou t 
what c o n t r i b u t i o n he and h i s u n i t a r e e x p e c t e d t o make t o h e l p 
o t h e r u n i t s o b t a i n t h e i r o b j e c t i v e s . F i n a l l y , t h e y s h o u l d s p e l l 
ou t what c o n t r i b u t i o n t h e manager can e x p e c t from o t h e r u n i t s 
toward t h e a t t a i n m e n t o f h i s own o b j e c t i v e s . 2 
In a d d i t i o n t o t h i s i n f o r m a l approach t o c o o r d i n a t i o n , management 
has r e c e n t l y c o n t r i b u t e d t o t h e d e s i g n and i m p l e m e n t a t i o n o f two 
B a r n a r d , C h e s t e r I , The Functions of the Executive, Harvard U n i ­
v e r s i t y P r e s s , Cambr idge , 1 9 3 8 , p . 2 3 1 . 
2 
D r u c k e r , P e t e r F . , The Practice of Management, Harper £ Row, 
P u b l i s h e r s , New Y o r k , 1 9 5 4 , p . 1 2 6 . 
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t e c h n i q u e s f o r f o r m a l l y c o o r d i n a t i n g goods and s e r v i c e s , t e c h n i q u e s 
which conform t o t h e c h a r a c t e r i s t i c s o f t h e o r g a n i z a t i o n and management 
o f gove rnment . The p r o c e d u r e s o f P rogram, P l a n n i n g , and B u d g e t i n g 
Sys tems ( P P B S ) a r e b e i n g implemented i n t h e management s y s t e m s o f 
government a g e n c i e s . Wi th in t h e s e a g e n c i e s i n t h e f i e l d o f e d u c a t i o n , 
p r o c e d u r e s f o r a c c o u n t a b i l i t y a r e b e i n g e x p l o r e d , d e v e l o p e d , and i m p l e ­
mented i n t h e management s y s t e m s . 
The re a r e s e v e r a l c h a r a c t e r i s t i c s o f government which i n f l u e n c e 
t h e d e s i g n o f p r o c e d u r e s f o r c o o r d i n a t i n g goods and s e r v i c e s . F o r 
e x a m p l e , government a g e n c i e s g e n e r a l l y p roduce s e r v i c e s , n o t p r o d u c t s , 
s o t h e r e i s l i t t l e f low o f m a t e r i a l o r p r o d u c t s among t h e d i v i s i o n s i n 
government o r g a n i z a t i o n s . In a d d i t i o n , governments have m u l t i p l e 
s e r v i c e o b j e c t i v e s and g o a l s . The re a r e many s e r v i c e s which c o u l d b e 
p r o v i d e d by governments i n such f i e l d s a s s e c u r i t y , s a n i t a t i o n , t r a i n i n g , 
and t r a n s p o r t a t i o n , and t h e r e a r e many such f i e l d s . In o r g a n i z i n g f o r 
t h e d e l i v e r y o f t h e s e s e r v i c e s , governments u s u a l l y deve lop a s e t o f 
p a r a l l e l , r e l a t i v e l y i ndependen t a g e n c i e s , e ach r e s p o n s i b l e f o r t h e 
s e r v i c e s w i t h i n a s p e c i f i c f i e l d . A l s o , i n gove rnmen t , fund ing i s i n d e ­
penden t o f p r o d u c t i o n , t h a t i s , income i s n o t p roduced t h rough t h e s a l e 
o f s e r v i c e s . 
P rogram, P l a n n i n g , and B u d g e t i n g Sys t ems 
One o f t h e ma jo r p rob lems o f management i n government i s t h e a l l o ­
c a t i o n o f i t s l i m i t e d funds among a l a r g e and growing number o f s e r v i c e s 
and demands f o r s e r v i c e s . T r a d i t i o n a l l y , government management has d e a l t 
w i th t h i s p rob lem th rough t h e use o f b u d g e t s , and t h e p r o c e d u r e s f o r t h e 
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p r e p a r a t i o n and e v a l u a t i o n o f b u d g e t s have become q u i t e e l a b o r a t e . Bud­
g e t i n g i s a v a l u a b l e management t o o l f o r f i s c a l p l a n n i n g and c o n t r o l , 
b u t when b u d g e t s a r e d e v e l o p e d and s u s t a i n e d i n d e p e n d e n t l y o f p r o d u c t i o n , 
3 
t h e i r v a l u e has some l i m i t a t i o n s . 
Management i n government has need f o r p r o c e d u r e s which d i r e c t 
a t t e n t i o n t o t h e p r o d u c t i o n o f s e r v i c e s and t o t h e c o o r d i n a t i o n o f t h e s e 
s e r v i c e s a s w e l l a s t h e e x p e n d i t u r e o f f u n d s . To meet t h i s n e e d , t h e 
U n i t e d S t a t e s A i r F o r c e and o t h e r government a g e n c i e s , work ing w i t h t h e 
Rand C o r p o r a t i o n , deve loped and implemented t h e c o n c e p t s and p r o c e d u r e s 
o f PPBS i n 1 9 6 5 . By 1 9 7 0 , PPBS was b e i n g used t h r o u g h o u t t h e f e d e r a l 
gove rnmen t , and a l a r g e number o f s t a t e g o v e r n m e n t s , c i t y g o v e r n m e n t s , 
and c o u n t y governments had e i t h e r adop ted o r were e x p l o r i n g t h e use o f 
PPBS i n t h e i r management s y s t e m s . 
B a s i c a l l y , PPBS " i s an approach t h a t s t a r t s w i t h p l a n n i n g abou t 
o b j e c t i v e s , t h e n d e v e l o p s programs t h r o u g h a n a l y s i s on t h e b a s i s o f t h e s e 
o b j e c t i v e s , and f i n a l l y t r a n s l a t e s t h e programs i n t o b u d g e t a r y r e q u i r e -
5 
m e n t s . " The p r o c e d u r e s o f PPBS l e a d management t o f o c u s f i r s t on t h e 
o b j e c t i v e s o f t h e a g e n c y . F o r each o f t h e s e o b j e c t i v e s , PPBS l e a d s t o 
3 
F o r a c o g e n t d i s c u s s i o n o f t h e l i m i t a t i o n s o f t h e budge t a s a 
means o f a l l o c a t i n g r e s o u r c e s , s e e S m i t h i e s , A r t h u r , "A C o n c e p t u a l F rame­
work f o r t h e Program B u d g e t , " Systems, Organizations, Analysis, Manage­
ment: A Book of Readings, e d s . David I . C l e l a n d and W i l l i a m R. K i n g , 
McGraw-Hil l Book Company, New Y o r k , 1 9 6 9 , pp . 16 3 - 7 . 
Program Budgeting: Program Analysis and the Federal Budget, 2nd 
e d . , e d . David N o v i c k , H o l t , R i n e h a r t and W i n s t o n , I n c . , New Y o r k , 1 9 6 9 , 
p . v . . 
5 
Analysis for Planmng, Programming, Budgeting, e d . Mark A l f a n d a r y -
A l e x a n d e r , Washington O p e r a t i o n s R e s e a r c h C o u n c i l , P o t o m a c , Mary land , 
1 9 6 8 , p . v . 
21 
t h e i d e n t i f i c a t i o n o f "p rog rams" ( s e r v i c e s ) t h rough which t h e agency can 
a c h i e v e t h e o b j e c t i v e s . In t h e p r o c e d u r e s o f P P B S , management a l s o 
i d e n t i f i e s a l t e r n a t i v e s e r v i c e s and t h e e f f e c t on t h e a c h i e v e m e n t o f t h e 
o b j e c t i v e s o f i n c r e m e n t a l changes i n t h e s e s e r v i c e s . Budget r e q u i r e m e n t s 
a r e t h e n d e v e l o p e d f o r e a c h s e r v i c e and f o r a l l t h e r e a l i s t i c a l t e r n a t i v e 
s e r v i c e s which have been i d e n t i f i e d . These b u d g e t s a r e e x t e n d e d beyond 
t h e t r a d i t i o n a l budge t p e r i o d o f one y e a r f o r a more r a t i o n a l i n t e r v a l o f 
up t o t e n y e a r s , depending upon t h e c i r c u m s t a n c e s . 
With t h e o b j e c t i v e s , t h e programs and a l t e r n a t i v e s , and t h e b u d g e t ­
a r y r e q u i r e m e n t s f o r t h e s e p r o g r a m s , t o p management can more o b j e c t i v e l y 
c o o r d i n a t e t h e s e r v i c e s o f i t s a g e n c i e s and t h e u se o f i t s l i m i t e d r e ­
s o u r c e s i n t h e a c h i e v e m e n t o f t h e d e s i r e d r e s u l t s . The i d e n t i f i c a t i o n 
and p u b l i c a t i o n o f t h e s p e c i f i c s e r v i c e s t o be p roduced by each agency 
p r o v i d e an o p p o r t u n i t y t o i d e n t i f y and , h o p e f u l l y , e l i m i n a t e any d u p l i c a ­
t i o n o f s e r v i c e s and any s e r v i c e s which a r e n o t d i r e c t l y aimed a t t h e 
o b j e c t i v e s o f t h e gove rnmen t . T h i s approach t o c o o r d i n a t i o n a l s o a s s i s t s 
i n t h e a s s i g n m e n t o f s e r v i c e s t o t h o s e a g e n c i e s i n which t h e y can b e p e r ­
formed most e f f e c t i v e l y . T h i s approach a l s o a s s i s t s i n t h e i d e n t i f i c a ­
t i o n o f any l a p s e s ( o r e r o s i o n s ) i n s e r v i c e s ; s e r v i c e s which s h o u l d b e , 
b u t a r e n o t b e i n g , p r o d u c e d . 
A c c o u n t a b i l i t y i n E d u c a t i o n 
One o f t h e ma jo r r e s p o n s i b i l i t i e s o f government i n t h e U n i t e d 
S t a t e s i s e d u c a t i o n . Government a g e n c i e s a r e formed and g i v e n t h e 
r e s p o n s i b i l i t y f o r d e v e l o p i n g and o p e r a t i n g e d u c a t i o n a l p r o c e s s e s . 
These a g e n c i e s o f e d u c a t i o n e x h i b i t many o f t h e c h a r a c t e r i s t i c s o f 
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government a g e n c i e s d e s c r i b e d e a r l i e r . Bu t t h e y a l s o d i f f e r from most 
o t h e r government a g e n c i e s , h a v i n g some o f t h e c h a r a c t e r i s t i c s o f t h e 
o r g a n i z a t i o n s i n t h e m a n u f a c t u r i n g i n d u s t r y . Somewhat s i m i l a r t o 
p r o d u c t s in a m a n u f a c t u r i n g p r o c e s s , s t u d e n t s p a s s t h rough a s e q u e n c e o f 
g r a d e s which a r e somewhat s i m i l a r t o d e p a r t m e n t s i n t h e m a n u f a c t u r i n g 
p r o c e s s . Through t h e p r o c e s s o f t e a c h i n g ( t h e a p p l i c a t i o n o f t h e t e c h ­
n o l o g y o f t h e p r o d u c t i o n s y s t e m s i n each g r a d e ) , m o d i f i c a t i o n s a r e 
i n t r o d u c e d i n each s t u d e n t . A f t e r a s u f f i c i e n t amount o f t h i s p r o c e s ­
s i n g , t h e s t u d e n t i s r e a d y f o r t r a n s f e r o r p romot ion t o t h e n e x t g rade 
i n t h e s e q u e n c e f o r a d d i t i o n a l p r o c e s s i n g . As i n t h e m a n u f a c t u r i n g 
p r o c e s s , t h e s e r v i c e s i n each g rade a r e u s u a l l y r e q u i s i t e t o t h e 
s e r v i c e s i n t h e s u b s e q u e n t g r a d e s . 
B u t d i s s i m i l a r t o t h e m a n u f a c t u r i n g p r o c e s s , t h e p r o d u c t s i n 
e d u c a t i o n a r e n o t homogeneous when e i t h e r e n t e r i n g o r l e a v i n g a g r a d e ; 
r e l e v a n t c h a r a c t e r i s t i c s among s t u d e n t s d i f f e r c o n s i d e r a b l y . Nor i s t h e 
t e a c h i n g p r o c e s s i n each g rade s u s c e p t i b l e t o t h e same p r e c i s e c o n t r o l s 
and t h e d e g r e e o f r e p e a t a b i l i t y found in t h e d e p a r t m e n t s i n most manu­
f a c t u r i n g p r o c e s s e s . Nor i s t h e r e p r e c i s e knowledge as t o t h e s p e c i f i ­
c a t i o n s r e q u i r e d f o r t h e t r a n s f e r o f a s t u d e n t from one g rade t o t h e 
n e x t . T h u s , c o o r d i n a t i n g t h e s e r v i c e s o f t h e g r a d e s i s a s i g n i f i c a n t 
p rob lem i n t h e management o f an e d u c a t i o n a l o r g a n i z a t i o n . 
Al though t h i s p roblem o f c o o r d i n a t i o n was n o t e x p l i c i t l y i d e n t i ­
f i e d a s a m a j o r t a r g e t , t h e "pe r fo rmance c o n t r a c t i n g " p r o j e c t i n t r o d u c e d 
i n t o t h e T e x a r k a n a s c h o o l s y s t e m i n 1969 d id i n c l u d e b a s i c p r o c e d u r e s 
which c o u l d b e used t o f o r m a l l y c o o r d i n a t e t h e s e r v i c e s o f t h e g r a d e s i n 
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a s c h o o l . In t h i s p r o j e c t , which was s p o n s o r e d by t h e U. S . O f f i c e o f 
E d u c a t i o n , f i r m s in t h e e d u c a t i o n b u s i n e s s were i n v i t e d t o b i d on a 
program t o t r a i n a group o f c h i l d r e n who were be low a v e r a g e i n t h e b a s i c 
s k i l l s o f r e a d i n g and m a t h e m a t i c s . The d e s i r e d r e s u l t s o f t h e program 
would be s p e c i f i e d by s c h o o l o f f i c i a l s . The f i r m would s e l e c t t h e p r o ­
d u c t i o n s y s t e m and t r a i n t h e s t u d e n t s . Payments t o t h e f i r m would b e 
made i n r e l a t i o n t o t h e d e g r e e t o which i t a c h i e v e d t h e d e s i r e d r e s u l t s , 
a s d e t e r m i n e d by an i n d e p e n d e n t , o u t s i d e a u d i t o r . At t h e c o m p l e t i o n o f 
t h e p r o j e c t , t h e t e a c h i n g p r o c e d u r e s and equipment would become t h e 
p r o p e r t y o f t h e s c h o o l s y s t e m . 
The p u b l i c i t y g i v e n t o t h i s p r o j e c t caugh t t h e a t t e n t i o n o f many 
p e o p l e i n t h e f i e l d o f e d u c a t i o n and p r e c i p i t a t e d a l a r g e number o f 
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a r t i c l e s in a wide v a r i e t y o f p e r i o d i c a l s . From t h i s i n t e r e s t , i t 
a p p e a r s t h a t a l l t h r e e o f t h e ma jo r a s p e c t s o f p e r f o r m a n c e c o n t r a c t i n g — 
t h e use o f p r i v a t e f i r m s , i n c e n t i v e p a y m e n t s , and a c c o u n t a b i l i t y — w i l l 
have c o n s i d e r a b l e e f f e c t upon t h e management sys t em i n e d u c a t i o n . T h i s 
i n t e r e s t w i l l be f u r t h e r s t i m u l a t e d th rough t h e g r a n t s from t h e O f f i c e 
o f Economic O p p o r t u n i t y t o 18 s c h o o l d i s t r i c t s w h i c h , i n t u r n , have c o n ­
t r a c t e d w i t h s i x f i r m s t o t e a c h u n d e r a c h i e v i n g s t u d e n t s r e a d i n g and 
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m a t h e m a t i c s . 
F o r an e x c e l l e n t d i s c u s s i o n o f t h i s p r o j e c t and t h e c o n c e p t o f 
a c c o u n t a b i l i t y i n e d u c a t i o n , s e e L e s s i n g e r , Leon M. , Every Kid a Winner: 
Accountability in Education, Simon and S c h u s t e r , New Y o r k , 1 9 7 0 , 2 3 9 pp . 
7 
F o r e x a m p l e , t h e e n t i r e i s s u e o f Educational Technology, V o l . 1 1 , 
No. 1 , J a n u a r y , 1 9 7 1 , was d e v o t e d t o a c c o u n t a b i l i t y i n e d u c a t i o n . 
Q 
S c h i l l e r , J e r r y , "Pe r fo rmance C o n t r a c t i n g ; Some Q u e s t i o n s and 
A n s w e r s , " American Education, V o l . 7 , No. 3 , May, 1 9 7 1 , p . 4 . 
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One p rominen t a s p e c t o f p e r f o r m a n c e c o n t r a c t i n g i s a c c o u n t a b i l i t y — 
t h e i d e n t i f i c a t i o n o f t h e s p e c i f i c r e s u l t s d e s i r e d and a measure o f t h e 
d e g r e e t o which t h e r e s u l t s a r e a c h i e v e d . John M o r r i s , i n d e s c r i b i n g 
a c c o u n t a b i l i t y a s t h e watchword o f t h e 7 0 ' s i n e d u c a t i o n , r e p o r t e d t h a t 
200 s c h o o l d i s t r i c t s t h r o u g h o u t t h e n a t i o n a r e t r y i n g a c c o u n t a b i l i t y i n 
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some fo rm. Al though i d e n t i f i c a t i o n o f t h e d e s i r e d r e s u l t s i s e x t r e m e l y 
complex and s t i l l e x p e r i m e n t a l , i t a p p e a r s t h a t t h i s approach w i l l l e a d 
t o new p r o c e d u r e s i n t h e management o f e d u c a t i o n — p r o c e d u r e s which w i l l 
have an impac t comparab le t o t h a t o f PPBS i n t h e management s y s t e m s i n 
o t h e r g o v e r n m e n t a l a g e n c i e s . 
B a s i c t o t h i s a c c o u n t a b i l i t y i s a s t u d y t o d e t e r m i n e and i d e n t i f y 
t h e s p e c i f i c r e s u l t s d e s i r e d i n e a c h g r a d e . P r o p e r l y p e r f o r m e d , such a 
s t u d y i s t h e q u i n t e s s e n c e o f f o r m a l c o o r d i n a t i o n . I t can l e a d t o t h e 
e l i m i n a t i o n o f any d u p l i c a t i o n o f s e r v i c e s and t h e e l i m i n a t i o n o f t h o s e 
s e r v i c e s which do n o t complement t h e o b j e c t i v e s o f t h e e n t i r e o r g a n i z a ­
t i o n . I t can l e a d t o t h e a d d i t i o n o f s e r v i c e which i s n o t b e i n g p r o ­
v i d e d b u t which would s i g n i f i c a n t l y complement t h e a c h i e v e m e n t o f t h e 
o b j e c t i v e s o f t h e o r g a n i z a t i o n . I t can l e a d t o t h e a s s i g n m e n t o f 
s e r v i c e s t o t h o s e g r a d e s i n which t h e y can b e most e f f e c t i v e l y p e r f o r m e d . 
And, f i n a l l y , t h e s e r v i c e s o f each g rade a l o n g w i th i n f o r m a t i o n a b o u t t h e 
volume can be used t o e s t a b l i s h t h e s p e c i f i c demands on e a c h g r a d e , i n ­
f o r m a t i o n which i s v e r y v a l u a b l e in t h e d e s i g n o f e f f e c t i v e and e f f i c i e n t 
p r o d u c t i o n s y s t e m s i n each g r a d e . 
M o r r i s , John E . , " A c c o u n t a b i l i t y ; Watchword f o r t h e 7 0 ' s , " The 
Clearing House, V o l . 4 5 , No. 6 , F e b r u a r y , 19 7 1 , p . 3 2 8 . 
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I n d u s t r i a l E n g i n e e r i n g 
The p r a c t i c e o f i n d u s t r i a l e n g i n e e r i n g was d e v e l o p e d t o conform 
t o t h e c h a r a c t e r i s t i c s o f management and o r g a n i z a t i o n i n t h e m a n u f a c t u r ­
i n g i n d u s t r y . Al though h i s s p e c i f i c r e a s o n i n g and l o g i c a r e n o t a v a i l ­
a b l e , F r e d e r i c k Winslow T a y l o r a p p a r e n t l y o b s e r v e d t h a t t h e p l a n n i n g 
f u n c t i o n o f management as d i r e c t e d toward t h e p r o d u c t i o n s y s t e m s was n o t 
b e i n g a d e q u a t e l y p e r f o r m e d . He must have d e c i d e d t h a t t h i s p l a n n i n g 
f u n c t i o n was e a s i l y pos tponed by managers who a l s o pe r fo rm t h e o t h e r 
f u n c t i o n s o f management, such a s o r g a n i z i n g , s t a f f i n g , d i r e c t i n g , and 
c o n t r o l l i n g . He d e c i d e d t h a t t h e p l a n n i n g f u n c t i o n c o u l d be more 
e f f e c t i v e l y pe r fo rmed i f s e p a r a t e d from t h e o t h e r f u n c t i o n s o f manage­
ment and g i v e n t o a s p e c i a l depa r tmen t w i t h t h e s p e c i f i c r e s p o n s i b i l i t y 
f o r t h e development o f p l a n s f o r a l l management. T a y l o r e n v i s i o n e d a 
l o f t y r o l e f o r t h i s depa r tmen t when he s a i d t h a t " . . . t h e s h o p , and 
i n d e e d t h e whole w o r k s , shou ld be managed, n o t by t h e manage r , s u p e r i n ­
t e n d e n t , o r f o r eman , bu t by t h e p l a n n i n g d e p a r t m e n t . " " ^ From t h i s c o n ­
c e p t e v o l v e d i n d u s t r i a l e n g i n e e r i n g . Al though n o t a p p r o p r i a t i n g t h e 
a u t h o r i t y n o r assuming t h e r e s p o n s i b i l i t y o f t h e management o f " t h e 
whole w o r k s , " i n d u s t r i a l e n g i n e e r i n g has become a c c e p t e d a s a m a j o r 
p l a n n i n g depa r tmen t i n a l l m a j o r American i n d u s t r i e s . 
Through t h i s p l a n n i n g f u n c t i o n , i n d u s t r i a l e n g i n e e r i n g has 
deve loped and a s s i s t e d i n t h e i m p l e m e n t a t i o n o f management t e c h n i q u e s 
which i n c l u d e p r o c e d u r e s f o r c o o r d i n a t i n g goods and s e r v i c e s . Over t h e 
T a y l o r , F r e d e r i c k W. , "Shop Management ," p . 1 1 0 , r e p r i n t e d i n a 
c o l l e c t i o n o f T a y l o r ' s most i m p o r t a n t p a p e r s i n Scientific Management, 
Harper £ B r o t h e r s , P u b l i s h e r s , New Y o r k , 1 9 4 7 . 
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y e a r s , many such t e c h n i q u e s have been d e v e l o p e d ; howeve r , two s i g n i f i ­
c a n t l y d i f f e r e n t a p p r o a c h e s which a r e i n h e r e n t i n many o f t h e s e t e c h ­
n i q u e s can b e r e l a t e d t o : 
1 . P r o d u c t i o n management s y s t e m s i n which c o o r d i n a t i o n i s 
a c h i e v e d th rough t h e d e s i g n o f t h e p r o d u c t i o n s y s t e m s . 
2 . P r o j e c t management s y s t e m s i n which c o o r d i n a t i o n i s 
a c h i e v e d th rough such t e c h n i q u e s a s ne twork a n a l y s i s . 
P r o d u c t i o n Management Sys t ems 
S e v e r a l c h a r a c t e r i s t i c s o f t h e o r g a n i z a t i o n and management o f 
p r o d u c t i o n i n f l u e n c e d t h e deve lopment o f t h e p r o d u c t i o n s y s t e m s d e s i g n 
approach o f i n d u s t r i a l e n g i n e e r i n g . One o f t h e s e i s t h e a r r a n g e m e n t o f 
t h e p r o d u c t i o n s y s t e m s and t h e f low o f m a t e r i a l s and p r o d u c t s w i t h i n a 
f i r m . In t h e m a n u f a c t u r i n g i n d u s t r y , t h e u s u a l a r r angemen t o f t h e p r o ­
d u c t i o n s y s t e m s can b e c l a s s i f i e d i n t o one o f two b a s i c t y p e s : p r o d u c t 
o r l i n e o r g a n i z a t i o n , and p r o c e s s o r f u n c t i o n a l o r g a n i z a t i o n . The funda­
m e n t a l o r g a n i z a t i o n a l u n i t i n each o f t h e s e o r g a n i z a t i o n s i s t h e work 
s t a t i o n , u s u a l l y c o n s i s t i n g o f one o r two o p e r a t o r s , one machine o r 
p i e c e o f e q u i p m e n t , and t h e n e c e s s a r y s u p p l i e s . As t h e p r o d u c t i s moved 
t h r o u g h a s e r i e s o f t h e s e work s t a t i o n s , t h e worker u s e s t h e r e s o u r c e s 
o f t h e s t a t i o n i n a s e t o f a c t i v i t i e s so a s t o modify (and add v a l u e t o ) 
t h e p r o d u c t . 
Another c h a r a c t e r i s t i c u n d e r l y i n g t h i s p r o d u c t i o n sy s t em d e s i g n 
approach i s volume p r o d u c t i o n . Al though t h e t o t a l t i m e f o r a p r o d u c t i o n 
run might e x t e n d o v e r s e v e r a l months , w i t h volume p r o d u c t i o n , t h e c y c l e s 
o f a c t i v i t y a t t h e work s t a t i o n s a r e r e p e a t e d many t i m e s . T h u s , t h e r e 
i s an o p p o r t u n i t y f o r s a v i n g s from i n c r e a s e d e f f i c i e n c y i n some o f t h e 
27 
c y c l e s t o more t han pay f o r t h e c o s t o f t h e s tudy t o i n c r e a s e t h e e f f i ­
c i e n c y . 
C o o r d i n a t i o n in p r o d u c t i o n s y s t e m s d e s i g n t y p i c a l l y b e g i n s w i t h 
o r b u i l d s upon e x t e n s i v e s t u d i e s o f t h e a c t i v i t i e s o f e a c h o f t h e work 
s t a t i o n s . S t u d i e s a r e made o f such f a c t o r s a s t h e m o t i o n s o f t h e o p e r ­
a t o r s ; t h e a c t i v i t i e s o f t h e m a c h i n e s ; t h e r e l a t i o n s among t h e o p e r a t o r s , 
t h e m a c h i n e s , t h e s u p p l i e s , and t h e p r o d u c t ; and t h e c h a r a c t e r i s t i c s o f 
t h e m a c h i n e , t h e o p e r a t o r s , t h e s u p p l i e s , and t h e p r o d u c t . From an 
a n a l y s i s o f t h e d a t a and t h e a p p l i c a t i o n o f c e r t a i n t e c h n i q u e s , p r a c ­
t i c e s , and p r i n c i p l e s , s t a n d a r d s a r e e s t a b l i s h e d f o r t h e m o t i o n s o f t h e 
o p e r a t o r , t h e s e q u e n c e o f t h e a c t i v i t i e s , t h e l a y o u t o f t h e work a r e a , 
and t h e q u a l i t y o f t h e p r o d u c t . T h i s i n f o r m a t i o n can be used i n t h e 
d e s i g n o f work s t a t i o n s i n t h e p r o d u c t i o n s y s t e m s . 
S i n c e , i n p r o d u c t i o n p r o c e s s e s , t h e p r o d u c t ou tpu t o f one work 
s t a t i o n i s t h e i n p u t t o a n o t h e r work s t a t i o n , t h e d e s i g n o f t h e work 
s t a t i o n s p r o v i d e s a means o f c o o r d i n a t i n g t h e f low o f t h e p r o d u c t be tween 
work s t a t i o n s and among t h e p r o d u c t i o n s y s t e m s i n t h e p r o c e s s . I n t h e 
p r o d u c t i o n l i n e o r g a n i z a t i o n , c o o r d i n a t i o n can b e a c h i e v e d th rough such 
t e c h n i q u e s a s b a l a n c i n g t h e amount o f work a t t h e work s t a t i o n s . In a 
f u n c t i o n a l l y o r g a n i z e d p r o d u c t i o n p r o c e s s , c o o r d i n a t i o n o f t h e f low o f 
t h e p r o d u c t among t h e p r o d u c t i o n s y s t e m s can b e a c h i e v e d th rough such 
t e c h n i q u e s a s s c h e d u l i n g t h e p r o d u c t i o n - so a s t o accommodate t h e d i f f e r ­
e n c e s i n t h e t i m e r e q u i r e d f o r t h e o p e r a t i o n s a t each work s t a t i o n and 
t o keep i d l e t i m e a t t h e work s t a t i o n s t o a minimum. 
T h i s approach o f i n d u s t r i a l e n g i n e e r i n g has been s u c c e s s f u l l y 
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expanded beyond t h e m a n u f a c t u r i n g i n d u s t r y , and t h e t r a d i t i o n a l t e c h ­
n i q u e s have been expanded and many new t e c h n i q u e s have been d e v e l o p e d . 
Advanced m a t h e m a t i c a l t h e o r i e s and t e c h n i q u e s have been i n c o r p o r a t e d t o 
p r o v i d e more power fu l methods f o r e x t r a c t i n g i n f o r m a t i o n from d a t a and 
f o r mode l ing s y s t e m s . S t a t i s t i c a l t h e o r i e s and t e c h n i q u e s have been 
i n t r o d u c e d t o more e f f e c t i v e l y accommodate t h e many v a r i a t i o n s which 
c a n n o t be e l i m i n a t e d o r c o n t r o l l e d . E l e c t r o n i c computers have been 
i n t r o d u c e d t o p r o c e s s t h e l a r g e amounts o f d a t a , t o t a k e advan t age o f 
t h e more power fu l and complex m a t h e m a t i c a l and s t a t i s t i c a l t e c h n i q u e s , 
and t o p r o v i d e r e a l - t i m e c o n t r o l o v e r work s t a t i o n s and p r o d u c t i o n 
s y s t e m s . With t h e s e i n n o v a t i o n s i n d u s t r i a l e n g i n e e r i n g h a s p roduced more 
p o w e r f u l t e c h n i q u e s w i th which management can p l a n f o r , d e s i g n , o r o r g a n ­
i z e t h e p r o d u c t i o n s y s t e m s and c o o r d i n a t e t h e f low o f p r o d u c t s among 
t h e s e s y s t e m s . 
In t h i s approach t o p r o d u c t i o n management s y s t e m s , c o o r d i n a t i o n i s 
an i n t e g r a l component o f t h e d e s i g n o f e f f i c i e n t p r o d u c t i o n s y s t e m s . 
Through t h e d e t a i l d e s i g n o f t h i s a p p r o a c h , o n l y t h o s e goods and s e r v i c e s 
which a r e n e c e s s a r y t o t h e a c h i e v e m e n t o f t h e o b j e c t i v e s a r e i n c l u d e d . 
Through d e s i g n , d u p l i c a t i o n o f goods and s e r v i c e s i s e l i m i n a t e d . And, 
f i n a l l y , th rough d e s i g n , t h e p r o d u c t i o n o f goods and s e r v i c e s a r e 
a s s i g n e d t o t h o s e work s t a t i o n s i n which t h e y can be p roduced most 
e f f e c t i v e l y . 
P r o j e c t Management Sys tems 
I n d u s t r i a l e n g i n e e r i n g has a l s o p a r t i c i p a t e d i n t h e deve lopment o f 
a d i f f e r e n t approach t o t h e c o o r d i n a t i o n o f goods and s e r v i c e s where t h e 
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c h a r a c t e r i s t i c s o f management and o r g a n i z a t i o n a r e s i g n i f i c a n t l y d i f f e r ­
e n t from t h o s e t y p i c a l l y found i n t h e m a n u f a c t u r i n g i n d u s t r y . In t h e 
c o n s t r u c t i o n o f a h i g h - r i s e o f f i c e b u i l d i n g , f o r e x a m p l e , t h e r e i s o n l y 
one b u i l d i n g t o b e c o n s t r u c t e d , t h e p r o d u c t i o n s y s t e m s o f s e v e r a l i n d e ­
penden t companies w i l l be used du r ing t h e c o n s t r u c t i o n p r o c e s s , a n d , 
a l t h o u g h t h e t i m e r e q u i r e d t o c o m p l e t e t h e b u i l d i n g may e x t e n d o v e r 
s e v e r a l y e a r s , t h i s t y p e o f p r o j e c t t y p i c a l l y h a s a t i m e c o n s t r a i n t : 
e i t h e r t h e p r o j e c t has a s p e c i f i c c o m p l e t i o n d a t e o r management wants t o 
min imize t h e d u r a t i o n o f t h e p r o j e c t w i t h i n t h e c o n s t r a i n t s o f c e r t a i n 
key r e s o u r c e s . S i m i l a r c h a r a c t e r i s t i c s a r e found i n t h e management and 
o r g a n i z a t i o n o f many o t h e r c o n s t r u c t i o n p r o j e c t s and many r e s e a r c h and 
deve lopment p r o j e c t s . 
In d e v e l o p i n g p r o c e d u r e s f o r c o o r d i n a t i o n which conform t o t h e s e 
c h a r a c t e r i s t i c s , i n d u s t r i a l e n g i n e e r i n g s h i f t e d from t h e approach o f 
d e s i g n i n g p r o d u c t i o n s y s t e m s t o t h e approach o f ne twork a n a l y s i s . A l ­
though t h e r e a r e many i n t e r m e d i a t e v a r i a t i o n s which i n c l u d e p r o c e d u r e s 
from b o t h , t h e s e two a p p r o a c h e s can b e c o n t r a s t e d in t e rms o f how t h e y 
d e a l w i t h t h e p r o d u c t i o n s y s t e m s . The approach o f p r o d u c t i o n management 
s y s t e m s b e g i n s w i th d e t a i l s t u d i e s o f t h e a c t i v i t i e s a t t h e work s t a t i o n s 
in t h e p r o d u c t i o n s y s t e m s and , t h e n , th rough t h e d e s i g n o f e f f i c i e n t and 
e f f e c t i v e work s t a t i o n s , c o o r d i n a t e s t h e goods and s e r v i c e s o f t h e p r o ­
d u c t i o n s y s t e m s . The approach o f p r o j e c t management s y s t e m s , on t h e 
o t h e r hand , b e g i n s w i t h o n l y e s t i m a t e s abou t a few o f t h e c h a r a c t e r i s t i c s 
o f t h e goods and s e r v i c e s o f t h e p r o d u c t i o n s y s t e m s and , t h e n , w i t h 
l i t t l e a t t e m p t t o improve t h e e f f i c i e n c y o f t h e p r o d u c t i o n s y s t e m s , 
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s c h e d u l e s t h e goods and s e r v i c e s o f t h e p r o d u c t i o n s y s t e m s . 
Two t e c h n i q u e s q u i t e w i d e l y used i n p r o j e c t management s y s t e m s 
a r e t h e C r i t i c a l Pa th Method (CPM) and t h e P r o j e c t E v a l u a t i o n and Review 
T e c h n i q u e ( P E R T ) . 
T y p i c a l l y t h e e s t i m a t e s and o t h e r i n f o r m a t i o n which form t h e d a t a 
b a s e f o r t h e s e t e c h n i q u e s a r e p r o v i d e d by t h e e x p e r i e n c e d managers who 
have a u t h o r i t y o v e r and r e s p o n s i b i l i t y f o r t h e p r o d u c t i o n s y s t e m s which 
produce t h e goods and s e r v i c e s t o be c o o r d i n a t e d . Al though t h e more 
e l a b o r a t e t h e p r o c e d u r e s , t h e more e l a b o r a t e t h e i n f o r m a t i o n , t h e b a s i c 
i n f o r m a t i o n r e q u i r e d f o r t h e s e t e c h n i q u e s i n c l u d e ( 1 ) t h e i d e n t i f i c a t i o n 
o f t h e a c t i v i t i e s ( t h e goods and s e r v i c e s o f t h e p r o d u c t i o n s y s t e m s ) 
which a r e n e c e s s a r y f o r t h e c o m p l e t i o n o f t h e p r o j e c t , ( 2 ) an e s t i m a t e 
o f t h e t i m e r e q u i r e d t o c o m p l e t e each a c t i v i t y , and ( 3 ) t h e p r e c e d e n t 
r e l a t i o n s among t h e a c t i v i t i e s . " ^ 
T h i s i n f o r m a t i o n i s o r g a n i z e d i n a ne twork d iag ram. From an 
a n a l y s i s o f t h i s n e t w o r k , an e a r l i e s t p o s s i b l e s t a r t d a t e and a l a t e s t 
p o s s i b l e s t a r t d a t e a r e e s t a b l i s h e d f o r each a c t i v i t y w i th p a r t i c u l a r 
emphas i s g i v e n t o t h a t s e q u e n c e o f a c t i v i t i e s whose s t a r t and c o m p l e t i o n 
d a t e s a r e most c r u c i a l t o t h e t i m e l y c o m p l e t i o n o f t h e p r o j e c t . 
P e r i o d i c a l l y , a s t h e a c t i v i t i e s a r e c o m p l e t e d , t h e ne twork d iagram 
i s u p d a t e d . Through an a n a l y s i s o f t h i s c u r r e n t n e t w o r k , a r e v i s e d s e t 
o f s t a r t d a t e s f o r t h e r e m a i n i n g a c t i v i t i e s i s i d e n t i f i e d , a g a i n w i t h 
emphas i s on t h o s e a c t i v i t i e s whose s t a r t and c o m p l e t i o n d a t e s a r e most 
c r u c i a l t o t h e p r o j e c t . 
"''"''For a d d i t i o n a l i n f o r m a t i o n abou t t h e s e p r o c e d u r e s , s e e Moder, 
J o s e p h J . and C e c i l R. P h i l l i p s , Project Management with CPM and PERT, 
R e i n h o l d P u b l i s h i n g C o r p o r a t i o n , New Y o r k , 1 9 6 4 , 2 8 3 pp . 
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C o o r d i n a t i o n a s t y p i c a l l y p r o v i d e d th rough t h e t e c h n i q u e s used i n 
p r o j e c t management s y s t e m s i s i n two p h a s e s : t h e f o r m a l i d e n t i f i c a t i o n 
o f t h e a c t i v i t i e s o f t h e p r o j e c t and t h e s c h e d u l i n g o f t h e s e a c t i v i t i e s . 
Formal i d e n t i f i c a t i o n o f t h e a c t i v i t i e s p r o v i d e s an o p p o r t u n i t y t o 
i d e n t i f y and e l i m i n a t e any d u p l i c a t i o n o f a c t i v i t i e s . I t a l s o a s s i s t s 
i n t h e i d e n t i f i c a t i o n o f any o m i s s i o n s in a c t i v i t i e s , a c t i v i t i e s which 
s h o u l d b e , b u t a r e n o t b e i n g , p l a n n e d . These n e c e s s a r y a n d , i n t o t a l , 
s u f f i c i e n t a c t i v i t i e s a r e t h e n s c h e d u l e d s o a s t o c o m p l e t e t h e p r o j e c t 
w i th t h e c o n s t r a i n t s . 
Economics 
Economics has been d e f i n e d by George S t i g l e r a s " t h e s t udy o f t h e 
o p e r a t i o n o f economic o r g a n i z a t i o n s , and economic o r g a n i z a t i o n s a r e 
s o c i a l (and r a r e l y , i n d i v i d u a l ) a r r a n g e m e n t s t o d e a l w i t h t h e p r o d u c t i o n 
12 
and d i s t r i b u t i o n o f economic goods and s e r v i c e s . " S t i g l e r i d e n t i f i e d 
t h e f o l l o w i n g f o u r f u n c t i o n s o f an economic s y s t e m : 
1 . To d e t e r m i n e t h e goods t h a t s h o u l d b e made and t o 
d e t e r m i n e t h e q u a n t i t y o f e ach good . 
2 . To a l l o c a t e t h e r e s o u r c e s among p r o d u c t s and p r o d u c ­
t i o n u n i t s i n such a way, g i v e n t h e s t a t e o f t e c h n o ­
l o g i c a l i n f o r m a t i o n , so a s t o o b t a i n as much a s 
p o s s i b l e o f t h e d e s i r e d o u t p u t s . 
3 . To d i v i d e t h e a g g r e g a t e o u t p u t o f t h e economic s y s t e m . 
13 
4 . To m a i n t a i n t h e c a p a b i l i t y o f change and g rowth . 
The f i r s t and t h i r d f u n c t i o n s i d e n t i f i e d by S t i g l e r c o r r e s p o n d t o 
12 
S t i g l e r , George J . , The Theory of Price, r e v . e d . , The MacMil lan 
Company, New Y o r k , 1 9 5 2 , p . 1 . 
Ibid., p p . 3 - 4 . 
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t h e task f a c i n g h o s p i t a l management in t h e c o o r d i n a t i o n o f t h e s e r v i c e s o f 
t h e d e p a r t m e n t s . The s e c o n d f u n c t i o n i d e n t i f i e d by S t i g l e r c o r r e s p o n d s 
t o t h e t a s k f a c i n g h o s p i t a l management i n t h e e f f i c i e n t p r o d u c t i o n o f 
t h e s e s e r v i c e s . And t h e f o u r t h f u n c t i o n i d e n t i f i e d by S t i g l e r i s a d e ­
s i r a b l e c h a r a c t e r i s t i c o f a h o s p i t a l management s y s t e m . 
Two b a s i c a p p r o a c h e s o f e conomics t o t h e deve lopment o f p r o c e ­
dures f o r c o o r d i n a t i o n a r e found i n t h e b r a n c h e s o f m i c r o e c o n o m i c s and 
p u b l i c u t i l i t y e c o n o m i c s . 
M i c r o e c o n o m i c s 
M i c r o e c o n o m i c s , a l s o known a s p r i c e t h e o r y and t h e t h e o r y o f t h e 
f i r m , d e a l s w i t h t h e f i r m as an economic u n i t , an e n t i t y which i s c o n ­
s i d e r e d t o a c t a s an e n t r e p r e n e u r . One o f t h e m a j o r c o n c e r n s o f m i c r o ­
e c o n o m i c s i s t h e c o o r d i n a t i o n o f goods and s e r v i c e s among f i r m s , s i n c e 
t h e g o a l s o f m i c r o e c o n o m i c s a r e t o d e t e r m i n e what goods and s e r v i c e s a r e 
p r o d u c e d , how t h e y a r e p r o d u c e d , and who g e t s them. In m i c r o e c o n o m i c s , 
14 
p r i c e s a r e t h e p r i m a r y means th rough which c o o r d i n a t i o n i s a c h i e v e d . 
As f i r m s became l a r g e , i t was o n l y n a t u r a l t h a t e c o n o m i s t s would 
be i n t e r e s t e d i n t h e a p p l i c a t i o n o f p r i c e s a s a mechanism f o r c o o r d i ­
n a t i n g goods and s e r v i c e s among d i v i s i o n s w i t h i n a f i r m . In 1 9 5 5 , an 
a r t i c l e by J o e l Dean g e n e r a t e d a g r e a t d e a l o f i n t e r e s t i n and p r e c i p i ­
t a t e d a l a r g e number o f a r t i c l e s d e v o t e d t o t r a n s f e r p r i c i n g — t h e p r i c i n g 
o f goods and s e r v i c e s exchanged among d i v i s i o n s o f a f i r m — a s a t e c h n i q u e 
15 
f o r c o o r d i n a t i n g goods and s e r v i c e s . T h i s a r t i c l e i s r e p r e s e n t a t i v e o f 
t h e many s u b s e q u e n t a r t i c l e s d e v o t e d t o t h e same s u b j e c t . 
14 
F o r an e x c e l l e n t deve lopment o f t h e t h e o r y o f p r i c e s , s e e S t i g ­
l e r , op. cit., and Watson , Donald S . , Price Theory and Its Uses, Houghton 
M i f f l i n Company, B o s t o n , 1 9 6 3 , 4 3 1 pp . 
15 
Dean, J o e l , " D e c e n t r a l i z a t i o n and In t r acompany P r i c i n g , " Harvard 
Business Review, V o l . 3 3 , No. 4 , J u l y - A u g u s t , 1 9 5 5 , pp . 6 5 - 7 4 . 
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In h i s a r t i c l e i n t h e Harvard Business Review, Dean c l a i m e d a 
new management sy s t em b a s e d on p r o f i t c e n t e r s and t r a n s f e r p r i c e s . Under 
h i s management s y s t e m , each p r o f i t c e n t e r would s e e k t o maximize i t s own 
p r o f i t and , t h e r e b y , maximize t h e p r o f i t s o f t h e e n t i r e f i r m . He i d e n t i ­
f i e d and examined t h e f o l l o w i n g s i x b a s e s f o r d e t e r m i n i n g t r a n s f e r 
p r i c e s : p u b l i s h e d marke t p r i c e s , m a r g i n a l c o s t p r i c e , f u l l c o s t - p l u s 
p r i c e , s a l e s - m i n u s p r i c e , t r a d i t i o n a l p r i c e , and n e g o t i a t e d c o m p e t i t i v e 
p r i c e . He c o n c l u d e d t h a t a n e g o t i a t e d c o m p e t i t i v e p r i c e s y s t e m , a m i n i ­
a t u r e f r e e - e n t e r p r i s e s y s t e m , would b e s t s e r v e t h e i n t e r e s t o f t h e f i r m . 
B e c a u s e o f t h e s t r a i n p l a c e d on management i n t h e t r a n s i t i o n from t r a d i ­
t i o n a l c o s t a l l o c a t i o n t o t r a n s f e r p r i c i n g , Dean recommended t h a t a p r i c e 
m e d i a t o r b e u s e d . He a n t i c i p a t e d t h a t a s t h e managers g a i n e d e x p e r i e n c e 
and came t o a p p r e c i a t e t h e v a l u e o f t h e t r a n s f e r p r i c i n g s y s t e m , t h e 
e f f e c t i v e m e d i a t o r would work h i m s e l f ou t o f a j o b . 
Dean r e f e r r e d t o t h e c h a r a c t e r i s t i c s o f t h e o r g a n i z a t i o n s i n which 
t h i s t e c h n i q u e might be a p p l i e d by c i t i n g t h r e e c h a r a c t e r i s t i c s o f o r g a n ­
i z a t i o n s where i t was n o t a p p l i c a b l e : where p r o f i t c e n t e r s c a n n o t be 
i d e n t i f i e d , where a s m a l l , c l o s e l y k n i t group o f men can c o n f i d e n t l y 
e x e r c i s e a l l m a n a g e r i a l f u n c t i o n s , and where m a t h e m a t i c a l models and 
computers can be used i n s o l v i n g t h e p rob lems o f c o o r d i n a t i n g goods and 
s e r v i c e s . He i d e n t i f i e d f o u r c h a r a c t e r i s t i c s which d i s t i n g u i s h p r o f i t 
c e n t e r s from s e r v i c e c e n t e r s : o p e r a t i o n a l i n d e p e n d e n c e , a c c e s s t o 
s o u r c e s and m a r k e t s , s e p a r a b l e c o s t s and r e v e n u e s , and p r o f i t g o a l s . As 
an i l l u s t r a t i o n o f a s e r v i c e c e n t e r , Dean d e s c r i b e d a " c a p t i v e " s t e e l 
m i l l which d e l i v e r s a l l i t s ou tpu t t o a l a r g e equipment m a n u f a c t u r i n g 
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p l a n t w i t h i n t h e same f i r m . He s a i d t h a t t h e s t e e l m i l l s h o u l d n o t be 
c o n s i d e r e d a p r o f i t c e n t e r b e c a u s e none o f t h e r e q u i r e m e n t s o f a p r o f i t 
c e n t e r were me t . Fo r e x a m p l e , t h e management o f t h e m i l l i s e x p e c t e d t o 
meet t h e r e q u i r e m e n t s and s p e c i f i c a t i o n s o f t h e m a n u f a c t u r i n g p l a n t , n o t 
t o p roduce p r o f i t s . 
O t h e r w r i t e r s i n t h i s f i e l d recommend o t h e r methods f o r d e t e r m i n ­
ing p r i c e s , bu t a l l t h e p r o p o n e n t s o f t h i s approach f o c u s on d e v e l o p i n g 
p r i c e s f o r goods and s e r v i c e s and presume consumer o r d i v i s i o n s o v e r -
16 
e i g n t y o v e r t h e p u r c h a s e o f t h e s e goods and s e r v i c e s . T h u s , i n t h i s 
a p p r o a c h , a m a j o r phase o f c o o r d i n a t i o n — t h e i d e n t i f i c a t i o n o f t h o s e 
goods and s e r v i c e s which a r e n e c e s s a r y t o t h e o p e r a t i o n o f a d i v i s i o n — 
i s d e p e n d e n t , t o a c o n s i d e r a b l e d e g r e e , upon t h e p r e s s u r e s o f supp ly and 
demand. S u p p l i e r s , b o t h i n t e r n a l and e x t e r n a l t o t h e company o f which 
t h e d i v i s i o n i s a p a r t , a r e supposed t o r e c o g n i z e t h e n e c e s s i t y f o r 
a d d i t i o n a l goods and s e r v i c e s and r e a c t t o t h e economic o p p o r t u n i t y t o 
p r o v i d e t h e s e goods and s e r v i c e s . Given s e t s o f s e r v i c e s and c o r r e ­
spond ing p r i c e s from a number o f s u p p l i e r s , t h e consuming d i v i s i o n com­
p l e t e s a n o t h e r m a j o r phase o f c o o r d i n a t i o n by s e l e c t i n g t h o s e goods and 
s e r v i c e s i n t h e amounts which b e s t meet t h e needs o f t h e d i v i s i o n . 
" L U F o r i l l u s t r a t i o n s o f and r e f e r e n c e s t o o t h e r methods o f t r a n s ­
f e r p r i c i n g , s e e Gordon, Myron J . , "The Use o f A d m i n i s t e r e d P r i c e Sys t ems 
t o C o n t r o l L a r g e O r g a n i z a t i o n s , " Management Controls: New Directions in 
Basic Research, e d s . C h a r l e s P . B o n i n i and o t h e r s , McGraw-Hi l l Book 
Company, New Y o r k , 1 9 6 4 , pp . 1 - 2 6 ; and H i r s c h l e i f e r , J a c k , " I n t e r n a l 
P r i c i n g and D e c e n t r a l i z e d D e c i s i o n s , " Management Controls: New Direc­
tions in Basic Research, e d s . C h a r l e s P . B o n i n i and o t h e r s , McGraw-Hi l l 
Book Company, New Y o r k , 1 9 6 4 , pp . 2 7 - 3 7 . 
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P u b l i c U t i l i t y Economics 
P u b l i c u t i l i t i e s a r e p r i v a t e f i r m s which a r e o r g a n i z e d t o p r o v i d e 
t o t h e p u b l i c i n d i s p e n s a b l e s e r v i c e s under monopoly c o n d i t i o n s wi th 
government r e g u l a t i o n s u b s t i t u t i n g f o r t h e r e g u l a t i o n o f t h e c o m p e t i t i o n 
17 
o f t h e m a r k e t . The s e r v i c e s p r o v i d e d by t h e f i r m s a r e e s s e n t i a l t o t h e 
w e l l b e i n g o f t h e p u b l i c , s e r v i c e s which a r e " a f f e c t e d w i t h a p u b l i c 
i n t e r e s t . " The p r i v a t e l y - o w n e d p u b l i c u t i l i t y f i r m s have an o b l i g a t i o n 
t o t h e i r owners t o p r o v i d e an a d e q u a t e r e t u r n on t h e i n v e s t m e n t . They 
a l s o have an o b l i g a t i o n t o t h e p u b l i c t o p r o v i d e t h e approved s e r v i c e s 
t o anyone who i s w i l l i n g and a b l e t o pay f o r them. 
In p u b l i c u t i l i t y e c o n o m i c s , c o o r d i n a t i o n o f s e r v i c e s be tween 
p r o d u c e r and p u b l i c i s a c h i e v e d i n two p h a s e s . The f i r s t phase i s t h e 
r e g u l a t i o n o f t h e s e r v i c e s and t h e c o r r e s p o n d i n g p r i c e s ; t h e s e c o n d phase 
i s c u s t o m e r s o v e r e i g n t y . 
In t h e u t i l i t y i n d u s t r y , government r e g u l a t i o n i s u s u a l l y accom­
p l i s h e d th rough r e g u l a t o r y commiss ions o p e r a t e d i n d e p e n d e n t l y o f t h e 
government and o f t h e f i r m s b e i n g r e g u l a t e d . The power o f t h e s e commis­
s i o n s i s c e n t e r e d i n t h e i r a u t h o r i t y t o e l i m i n a t e o r c o n t r o l c o m p e t i t i o n 
and t o c o n t r o l t h e p r i c e s o f t h e s e r v i c e s o f f e r e d by t h e f i r m s . P r o ­
t e c t i n g t h e s e f i r m s from c o m p e t i t i o n a g g r e g a t e s a l a r g e demand f o r t h e 
s e r v i c e s . Having one l a r g e o r g a n i z a t i o n meet t h i s t o t a l demand p e r m i t s 
s i g n i f i c a n t economies o f s c a l e i n t e r m s o f l o n g - r u n d e c r e a s i n g c o s t s , a s 
compared t o h a v i n g s e v e r a l s m a l l e r o r g a n i z a t i o n s , e a c h m e e t i n g a segment 
o f t h e demand. In a d d i t i o n , making t h e s e s e r v i c e s a v a i l a b l e from one 
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F o r an e x c e l l e n t d i s c u s s i o n o f t h e p u b l i c u t i l i t y c o n c e p t , s e e 
B o n b r i g h t , James C , Principles of P-ublic Utility Rates, Columbia U n i ­
v e r s i t y P r e s s , New Y o r k , 1 9 6 1 , C h a p t e r I , pp . 3 - 2 5 . 
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f i r m e l i m i n a t e s many e x p e n s e s and i n c o n v e n i e n c e s which would be i n c u r r e d 
by t h e c u s t o m e r i f p a r a l l e l , compe t ing s y s t e m s were i n o p e r a t i o n . 
Al though t h e a c t u a l p r o c e d u r e s a r e q u i t e i n v o l v e d and v e r y com­
p l e x , i n s i m p l i f i e d fo rm, t h e g e n e r a l s t e p s f o l l o w e d by a r e g u l a t e d f i r m 
i n r e q u e s t i n g a p p r o v a l f o r a s e t o f s e r v i c e s and p r i c e s a r e : 
1 . P r e p a r e t h e s p e c i f i c a t i o n s o f t h e p roposed s e r v i c e s . 
2 . E s t i m a t e t h e a n n u a l demand f o r each s e r v i c e . 
3 . E s t i m a t e t h e a n n u a l o p e r a t i n g c o s t o f s u p p l y i n g t h e demand. 
4 . P r o p o s e a p r i c e f o r e a c h s e r v i c e . 
5 . P e t i t i o n t h e commiss ion f o r a p p r o v a l o f t h e p roposed 
s e r v i c e s and p r i c e s . 1 8 
These s t e p s a r e n o t n e c e s s a r i l y s e q u e n t i a l n o r a r e a l l t h e s e s t e p s n e c e s ­
s a r y when a f i r m m e r e l y r e q u e s t s m o d i f i c a t i o n s o f e x i s t i n g p r i c e s . 
Al though p r o c e d u r e s d i f f e r among c o m m i s s i o n s , t h e o f f i c i a l b u s i ­
n e s s o f t h e commiss ions i s conduc t ed th rough f o r m a l h e a r i n g s . In p r e ­
p a r i n g f o r a f o r m a l h e a r i n g , a f i r m p e t i t i o n s t h e c o m m i s s i o n , and a p r e ­
h e a r i n g c o n f e r e n c e i s h e l d t o i d e n t i f y t h e i s s u e s , l i m i t t h e s c o p e o f t h e 
h e a r i n g , s p e c i f y t h e d a t a which w i l l be r e q u i r e d , and s c h e d u l e t h e h e a r ­
i n g . O f f i c i a l n o t i c e o f t h e h e a r i n g i s made a v a i l a b l e t o a l l i n t e r e s t e d 
f i r m s and c i t i z e n s . At t h e h e a r i n g , a rguments a r e p r e s e n t e d by r e p r e ­
s e n t a t i v e s o f t h e f i r m s u b m i t t i n g t h e p e t i t i o n . A d d i t i o n a l i n f o r m a t i o n 
and arguments a r e p r e s e n t e d by members o f t h e commiss ion s t a f f , r e p r e ­
s e n t a t i v e s o f o t h e r f i r m s , and i n t e r e s t e d c i t i z e n s . A f t e r h e a r i n g t h e 
These b a s i c p r o c e d u r e s a r e d i s c u s s e d i n d e t a i l i n P h i l l i p s , 
C h a r l e s F . , J r . , The Economics of Regulation, R i c h a r d D. I r w i n , I n c . , 
r e v . e d . , Homewood, I l l i n o i s , 1 9 6 9 , pp. 1 3 4 - 4 2 . 
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a r g u m e n t s , t h e commiss ion e i t h e r r e j e c t s t h e p e t i t i o n , app roves t h e 
p e t i t i o n a s s u b m i t t e d , m o d i f i e s t h e p e t i t i o n and approves i t , o r s e t s 
t h e p e t i t i o n a s i d e f o r a d d i t i o n a l s t u d y . 
One o f t h e b a s i c t e n e t s o f p u b l i c u t i l i t y e c o n o m i c s i s t h a t t h e 
b e n e f i c i a r y s h o u l d b e a r t h e b u r d e n . Under t h i s c o n c e p t , e a c h c u s t o m e r 
i s f r e e t o use a s much o f e a c h o f t h e approved s e r v i c e s a s meet h i s 
n e e d s , and he i s o b l i g a t e d t o pay o n l y f o r t h e s e r v i c e s he u s e s . In 
a d d i t i o n , most p u b l i c u t i l i t y f i r m s s u b s c r i b e t o t h e c o n c e p t o f d i f f e r ­
e n t i a l r a t e s . Under t h i s c o n c e p t , t h e f i r m w i l l o b t a i n t h e a p p r o v a l t o 
o f f e r r e d u c e d p r i c e s f o r t h o s e s e r v i c e s which a r e d e l i v e r e d a t o f f - p e a k 
p e r i o d s and f o r o t h e r s p e c i a l s e r v i c e s which i n c r e a s e t h e u t i l i z a t i o n o f 
t h e f a c i l i t i e s and , t h e r e b y , l o w e r t h e a v e r a g e p r i c e o f t h e s e r v i c e s . 
T h u s , t h e c u s t o m e r h a s some o p p o r t u n i t y t h r o u g h d i f f e r e n t i a l r a t e s t o 
s e l e c t a comparab l e s e r v i c e a t a l o w e r p r i c e . 
T h u s , p u b l i c u t i l i t y e c o n o m i c s , i n d e v e l o p i n g p r o c e d u r e s f o r 
c o o r d i n a t i n g s e r v i c e s , n o t o n l y i n c o r p o r a t e d t h e c o n c e p t s o f s e r v i c e 
p r i c e s and consumer s o v e r e i g n t y a s used in t h e t r a n s f e r p r i c i n g t e c h ­
n i q u e s o f m i c r o e c o n o m i c s , b u t a l s o p r o v i d e d p r o c e d u r e s f o r a c c o m p l i s h i n g 
o t h e r a s p e c t s o f c o o r d i n a t i o n . Through t h e s e p r o c e d u r e s , t h e p r o d u c e r 
and consumers f o r m a l l y p a r t i c i p a t e i n ( 1 ) t h e i d e n t i f i c a t i o n o f t h e 
s e r v i c e s n e c e s s a r y t o t h e o p e r a t i o n o f t h e o r g a n i z a t i o n s i n t h e communi­
t y , ( 2 ) t h e i d e n t i f i c a t i o n o f a l t e r n a t i v e l e v e l s o f s e r v i c e s , and ( 3 ) i n 
e s t a b l i s h i n g t h e p r i c e s f o r t h e s e r v i c e s . These p r o c e d u r e s a l s o a s s i g n 
t o a p u b l i c u t i l i t y f i r m t h e r e s p o n s i b i l i t y t o make t h e s e s e r v i c e s and 
l e v e l s o f s e r v i c e s a v a i l a b l e . And, t h e n , under t h e s e p r o c e d u r e s , t h e 
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consumer has s o v e r e i g n t y o v e r t h e s e l e c t i o n o f t h o s e s e r v i c e s i n t h e 
amounts which b e s t meet h i s n e e d s . 
C o n c l u s i o n 
In summary, t h i s s u r v e y i n d i c a t e s t h a t : 
1 . Al though t h e c o o r d i n a t i o n a s p e c t s o f t h e t e c h n i q u e s may 
n o t be i d e n t i f i e d , i n d u s t r i a l e n g i n e e r i n g and o t h e r 
d i s c i p l i n e s deve lop and a s s i s t i n t h e i m p l e m e n t a t i o n o f 
management t e c h n i q u e s , and many o f t h e s e t e c h n i q u e s 
i n c l u d e p r o c e d u r e s t h rough which managers f o r m a l l y 
c o o r d i n a t e goods and s e r v i c e s . 
2 . Al though t h e c h a r a c t e r i s t i c s may n o t have been e x p l i c i t l y 
i d e n t i f i e d , many o f t h e s e t e c h n i q u e s have been d e v e l o p e d 
t o conform t o t h e c h a r a c t e r i s t i c s o f t h e o r g a n i z a t i o n s 
and managements in a s p e c i f i c i n d u s t r y . 
3 . Management t e c h n i q u e s which i n c l u d e p r o c e d u r e s f o r 
f o r m a l l y c o o r d i n a t i n g d e p a r t m e n t a l goods and s e r v i c e s 
and which conform t o t h e c h a r a c t e r i s t i c s o f h o s p i t a l 
o r g a n i z a t i o n and management have n o t been r e p o r t e d . 
T h i s i n v e s t i g a t i o n aims t o e x t e n d t h e bounds o f p r e s e n t knowledge 
t o i n c l u d e p r a c t i c a l p r o c e d u r e s th rough which h o s p i t a l managers f o r m a l l y 
c o o r d i n a t e d e p a r t m e n t a l goods and s e r v i c e s . In a c h i e v i n g i t s g o a l , t h i s 
i n v e s t i g a t i o n makes a c o n t r i b u t i o n t o t h e body o f knowledge i n h o s p i t a l 
management s y s t e m s . 
I n p u r s u i n g i t s g o a l , t h i s i n v e s t i g a t i o n u s e s t h e approach o f 
a n a l y s i s and d e s i g n which was i m p l i e d i n t h e deve lopment o f t h e t e c h ­
n i q u e s i d e n t i f i e d i n t h e s u r v e y . Such an approach i n c l u d e s an a n a l y s i s 
o f an o r g a n i z a t i o n and i t s management i n o r d e r t o i d e n t i f y t h o s e c h a r a c ­
t e r i s t i c s i n f l u e n c i n g t h e d e s i g n o f p r o c e d u r e s t h r o u g h which t h e manage­
ment c o o r d i n a t e s t h e goods and s e r v i c e s . The d e s i g n o f p r a c t i c a l p r o c e ­
dures confo rming t o t h e s e c h a r a c t e r i s t i c s c o m p l e t e s t h i s a p p r o a c h . 
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I n a d d i t i o n , t h i s i n v e s t i g a t i o n u s e s t h e fundamenta l p r i n c i p l e s o f 
p u b l i c u t i l i t y e c o n o m i c s i n t h e d e r i v a t i o n o f an i n i t i a l s e t o f p r o c e ­
du res f o r c o o r d i n a t i n g goods and s e r v i c e s . A p r i n c i p a l r e a s o n f o r u s i n g 
t h i s t e c h n i q u e i s t h a t c e r t a i n s i m i l a r i t i e s be tween t h e c h a r a c t e r i s t i c s 
o f o r g a n i z a t i o n and management i n a h o s p i t a l and i n t h e p u b l i c u t i l i t y 
i n d u s t r y can be drawn. 
The r e l a t i o n be tween e a c h h o s p i t a l depar tment and t h e h o s p i t a l a s 
a whole may be l i k e n e d t o t h e r e l a t i o n be tween a p u b l i c u t i l i t y and t h e 
community which i t s e r v e s . A p u b l i c u t i l i t y p r o v i d e s t o t h e community 
i n d i s p e n s a b l e s e r v i c e s under monopoly c o n d i t i o n s w i t h t h e community 
r e g u l a t i n g , t h rough a c o m m i s s i o n , t h e c h a r g e s f o r t h e s e s e r v i c e s . Tha t 
a h o s p i t a l , wi th i t s wide r ange o f s e r v i c e s , may be l i k e n e d t o a com­
muni ty was i m p l i e d i n t h e American H o s p i t a l A s s o c i a t i o n ' s s l o g a n , "Your 
H o s p i t a l - - C i t y o f C a r e " f o r N a t i o n a l H o s p i t a l Week i n 1 9 6 7 . H o s p i t a l 
d e p a r t m e n t s p r o v i d e t o t h i s " c i t y " i n d i s p e n s a b l e s e r v i c e s under monopoly 
c o n d i t i o n s w i t h t h e h o s p i t a l a d m i n i s t r a t o r r e g u l a t i n g , t o some e x t e n t , 
t h e s e s e r v i c e s . The h o s p i t a l a d m i n i s t r a t o r , i n e f f e c t , g r a n t s a monopoly 
t o a l a u n d r y manager t o p roduce i n d i s p e n s a b l e l a u n d r y s e r v i c e s f o r 
b a s i c a l l y t h e same r e a s o n s t h a t a community g r a n t s a monopoly t o a u t i l ­
i t y , t h a t i s , t o e l i m i n a t e c o s t l y d u p l i c a t i o n o f f a c i l i t i e s and t o a c h i e v e 
d e c r e a s i n g a v e r a g e u n i t c o s t a s ou tpu t i n c r e a s e s . The b u s i n e s s o f f i c e , 
t h e emergency room, and o t h e r h o s p i t a l d e p a r t m e n t s can a l s o be c o n s i d e r e d 
t o be m o n o p o l i s t i c e n t i t i e s p r o v i d i n g goods and s e r v i c e s which a r e i n d i s ­
p e n s a b l e t o t h e o b j e c t i v e s o f t h e h o s p i t a l . In t h e community, e a c h p u b l i c 
u t i l i t y i s a b u s i n e s s which u t i l i z e s t h e goods and s e r v i c e s o f and 
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p r o v i d e s s e r v i c e s f o r o t h e r b u s i n e s s e s . C o r r e s p o n d i n g l y , e a c h h o s p i t a l 
depa r tmen t can be c o n s i d e r e d t o be a " b u s i n e s s " which u t i l i z e s goods and 
s e r v i c e s o f o t h e r depa r tmen t s and p r o v i d e s i t s goods and s e r v i c e s f o r 
h o s p i t a l d e p a r t m e n t s and f o r p a t i e n t s . 
In c o n t r a s t t o t h e s e s i m i l a r i t i e s a r e some s i g n i f i c a n t d i f f e r ­
e n c e s be tween t h e c h a r a c t e r i s t i c s o f t h e o r g a n i z a t i o n and management i n 
a h o s p i t a l and i n t h e o t h e r i n d u s t r i e s i d e n t i f i e d i n t h i s s u r v e y . F o r 
e x a m p l e , h o s p i t a l d e p a r t m e n t s do n o t n o r m a l l y e x h i b i t t h e o p e r a t i o n a l 
i ndependence o f t h e d i v i s i o n s i n t h e o r g a n i z a t i o n s f o r which t h e t e c h ­
n i q u e s o f PPBS and t r a n s f e r p r i c i n g were d e v e l o p e d . Nor do h o s p i t a l s 
employ s e q u e n t i a l p r o c e s s i n g t h r o u g h an e x t e n d e d s e r i e s o f p r o d u c t i o n 
s y s t e m s a s found i n t h o s e o r g a n i z a t i o n s f o r which t h e t e c h n i q u e s o f 
p r o d u c t i o n management s y s t e m s and a c c o u n t a b i l i t y i n e d u c a t i o n were 
d e v e l o p e d . Nor a r e t h e main e f f o r t s o f a h o s p i t a l d i r e c t e d toward 
p r o j e c t s which a r e pe r fo rmed o n c e , such a s t h e c o n s t r u c t i o n p r o j e c t s f o r 
which t h e t e c h n i q u e s o f p r o j e c t management s y s t e m s were d e v e l o p e d . 
T h u s , t h e b a s i c approach o f , and t h e c u r r e n t body o f knowledge 
i n c o r p o r a t e d i n t o , t h i s i n v e s t i g a t i o n a r e e s t a b l i s h e d . The n e x t t a s k , 
an a n a l y s i s o f t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and manage­
men t , i s p r e s e n t e d i n t h e f o l l o w i n g c h a p t e r . 
41 
CHAPTER I I I 
A STUDY OF COORDINATION 
In s e v e r a l i n d u s t r i e s , e f f e c t i v e p r o c e d u r e s t h rough which managers 
c o o r d i n a t e goods and s e r v i c e s have been d e v e l o p e d t o conform t o t h e c h a r ­
a c t e r i s t i c s o f t h e o r g a n i z a t i o n and management p e c u l i a r t o t h e i n d u s t r y . 
S i m i l a r l y , knowledge abou t t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n 
and management can be used most e f f e c t i v e l y i n t h e d e s i g n o f p r o c e d u r e s 
f o r f o r m a l l y c o o r d i n a t i n g d e p a r t m e n t a l goods and s e r v i c e s o f h o s p i t a l s . 
R e l e v a n t c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management can 
be i d e n t i f i e d and d e s c r i b e d th rough a n a l y s i s . In t h i s i n v e s t i g a t i o n , 
such an a n a l y s i s i s c o n d u c t e d dur ing a s tudy o f c o o r d i n a t i o n i n a 
h o s p i t a l . 
In t h i s s t u d y , p r o c e d u r e s f o r c o o r d i n a t i n g d e p a r t m e n t a l goods and 
s e r v i c e s a r e d e r i v e d from g e n e r a l p r o c e d u r e s o f p u b l i c u t i l i t y e c o n o m i c s 
and implemented i n a h o s p i t a l management s y s t e m . The i m p l e m e n t a t i o n o f 
t h e s e p r o c e d u r e s p r o v i d e s a p r a c t i c a l medium th rough which t o a n a l y z e 
h o s p i t a l o r g a n i z a t i o n , management, and c o o r d i n a t i o n . Through t h e p r o c e ­
du res o f p u b l i c u t i l i t y e c o n o m i c s , t h i s s tudy f o c u s e s on t h e " b u s i n e s s 
t r a n s a c t i o n s " be tween p r o d u c i n g depa r tmen t s and consuming d e p a r t m e n t s , 
s i n c e p u b l i c u t i l i t y e conomics d e a l s w i th t h e c o o r d i n a t i o n o f goods and 
s e r v i c e s be tween a p r o d u c e r and a s e t o f c o n s u m e r s , n o t w i t h methods o f 
p r o d u c i n g goods and s e r v i c e s n o r w i th t h e use o f goods and s e r v i c e s . 
These b u s i n e s s t r a n s a c t i o n s a r e t a k e n t o be a fundamenta l component o f 
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c o o r d i n a t i o n i n h o s p i t a l s . 
In t h i s c h a p t e r i s p r e s e n t e d a d e s c r i p t i o n o f t h e s t u d y o f 
c o o r d i n a t i o n . B e g i n n i n g wi th an e x a m i n a t i o n o f t h e g e n e r a l p r o c e d u r e s 
o f p u b l i c u t i l i t y e c o n o m i c s from which p r o c e d u r e s f o r c o o r d i n a t i n g 
d e p a r t m e n t a l goods and s e r v i c e s a r e d e r i v e d , t h e d e s c r i p t i o n i n c l u d e s an 
o v e r v i e w o f t h e o r g a n i z a t i o n o f t h e h o s p i t a l i n which t h e s t udy was c o n ­
d u c t e d . The m a j o r segment o f t h e d e s c r i p t i o n i s d e v o t e d t o t h e implemen­
t a t i o n and o p e r a t i o n o f p r o c e d u r e s . The d e s c r i p t i o n c o n c l u d e s w i t h a 
d i s c u s s i o n o f t h e g e n e r a l r e s u l t s o f t h e s t u d y . 
P r o c e d u r e s 
The g e n e r a l p r o c e d u r e s o f p u b l i c u t i l i t y e conomics p r o v i d e a 
p r a c t i c a l means f o r c o o r d i n a t i n g t h e goods and s e r v i c e s be tween a 
m o n o p o l i s t i c e n t i t y and t h e u s e r s o f i t s goods and s e r v i c e s . B a s i c a l l y , 
t h i s c o o r d i n a t i o n i s a c h i e v e d by r e g u l a t i n g t h e p r i c e s o f t h e goods and 
s e r v i c e s and p e r m i t t i n g a consumer t o buy a s much o f t h e s e goods and 
s e r v i c e s a s he n e e d s . P r o c e d u r e s f o r c o o r d i n a t i n g d e p a r t m e n t a l goods 
and s e r v i c e s were d e r i v e d from g e n e r a l p r o c e d u r e s o f t h e f o l l o w i n g 
a s p e c t s o f p u b l i c u t i l i t y e c o n o m i c s : 
1 . The R e g u l a t o r y Commiss ion. 
2 . P r i c e R e g u l a t i o n . 
3 . D i f f e r e n t i a l P r i c i n g . 
4 . Consumer S o v e r e i g n t y . 
1 . The R e g u l a t o r y Commiss ion. In p u b l i c u t i l i t y e c o n o m i c s , 
government r e g u l a t i o n , which s u b s t i t u t e s f o r t h e r e g u l a t i o n o f c o m p e t i ­
t i o n , i s a c c o m p l i s h e d th rough an o f f i c i a l b o d y , such a s a p u b l i c s e r v i c e 
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c o m m i s s i o n . Even though t h i s commiss ion o b t a i n s i t s a u t h o r i t y from t h e 
gove rnmen t , i t o p e r a t e s i n d e p e n d e n t l y o f t h e government and o f t h e f i r m s 
b e i n g r e g u l a t e d . A p r i n c i p a l power o f t h e commiss ion i s i n i t s a u t h o r ­
i t y t o c o n t r o l t h e p r i c e s c h a r g e d f o r t h e s e r v i c e s o f f e r e d by t h e 
u t i l i t y . 
A " r e v i e w commiss ion" composed o f t h e a d m i n i s t r a t o r and two mem­
b e r s o f t h e b o a r d o f d i r e c t o r s can p r o v i d e t o a h o s p i t a l a d m i n i s t r a t o r 
and h i s h o s p i t a l depa r tmen t heads t h e p r i n c i p a l r e g u l a t o r y f u n c t i o n s o f 
a p u b l i c u t i l i t y commiss ion . E s s e n t i a l l y , t h e a d m i n i s t r a t o r can s u b s t i ­
t u t e t h e a u t h o r i t y o f t h e r e v i e w commiss ion and i t s " p u b l i c " h e a r i n g s f o r 
t h e r e g u l a t i o n o f h i s a u t h o r i t y and t h e p r i v a t e n e g o t i a t i o n s be tween him­
s e l f and t h e heads o f p r o d u c i n g d e p a r t m e n t s . Al though such a commiss ion 
would n o t b e i ndependen t o f t h e s o u r c e o f i t s a u t h o r i t y o r t h e e n t i t i e s 
b e i n g r e g u l a t e d , i t s h o u l d b e c o n c e r n e d wi th a c h i e v i n g t h e o v e r a l l g o a l s 
and o b j e c t i v e s o f t h e h o s p i t a l . 
2 . P r i c e R e g u l a t i o n . In t h e g e n e r a l p r o c e d u r e s o f p u b l i c u t i l ­
i t y p r i c e r e g u l a t i o n , e a c h p u b l i c u t i l i t y p r e p a r e s a p roposed p r i c e o r 
" r a t e " s c h e d u l e , b a s e d upon t h e e s t i m a t e d a n n u a l c o s t o f p r o v i d i n g t h e 
s e r v i c e s and t h e e s t i m a t e d a n n u a l demand f o r s e r v i c e s . T h i s e s t i m a t e d 
annua l c o s t o f p r o v i d i n g s e r v i c e s , a l s o c a l l e d t h e a n n u a l r e v e n u e 
r e q u i r e m e n t , i s t h e sum o f t h e a n n u a l o p e r a t i n g e x p e n s e s , t h e a n n u a l 
d e p r e c i a t i o n e x p e n s e s , t h e a n n u a l t a x e s , and a r e a s o n a b l e r e t u r n on t h e 
n e t v a l u a t i o n o f t h e p r o p e r t y . A p r i c e f o r each s e r v i c e i s p r o p o s e d 
such t h a t t h e e x p e c t e d t o t a l a n n u a l income from a l l s e r v i c e s w i l l e q u a l 
t h e e s t i m a t e d a n n u a l c o s t o f p r o v i d i n g t h e s e r v i c e s . The p roposed p r i c e 
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s c h e d u l e i s s u b m i t t e d t o t h e p u b l i c s e r v i c e commiss ion f o r r e v i e w a t a 
p u b l i c h e a r i n g w i t h t h e consumers b e i n g i n v i t e d t o p a r t i c i p a t e . A f t e r 
t h e h e a r i n g , t h e commiss ion r e v i e w s t h e m a t e r i a l , makes w h a t e v e r a d j u s t ­
ment i t deems n e c e s s a r y , and approves t h e p r i c e s . T h e s e , t h e n , become 
t h e p r i c e s o f t h e s e r v i c e s o f t h e p u b l i c u t i l i t y . 
These p r o c e d u r e s can b e i n c o r p o r a t e d i n t o a h o s p i t a l management 
s y s t e m . Each h o s p i t a l depa r tmen t head can r e v i e w h i s a n n u a l c o s t and 
p r o d u c t i o n r e c o r d s , e s t i m a t e f u t u r e demands f o r t h e s e r v i c e s o f h i s 
d e p a r t m e n t , e s t i m a t e t h e c o s t s o f p r o v i d i n g t h e s e s e r v i c e s , e s t i m a t e a 
p r i c e f o r each s e r v i c e which w i l l r e t u r n t h e f u l l c o s t s o f p r o v i d i n g t h e 
s e r v i c e s , and p r e p a r e a r e p o r t j u s t i f y i n g t h e s e p r i c e s . At a " p u b l i c " 
h e a r i n g t h e h o s p i t a l r e v i e w commiss ion can r e v i e w t h e p roposed p r i c e s . 
As i n t h e h e a r i n g s o f t h e p u b l i c s e r v i c e c o m m i s s i o n , t h e heads o f t h e 
d e p a r t m e n t s consuming t h e s e s e r v i c e s can be i n v i t e d t o p a r t i c i p a t e i n 
t h e s e h e a r i n g s . A f t e r r e v i e w i n g t h e m a t e r i a l and making w h a t e v e r a d j u s t ­
ments i t deems n e c e s s a r y , t h e commiss ion can p u b l i s h a s c h e d u l e o f t h e 
approved p r i c e s o f t h e goods and s e r v i c e s o f e a c h h o s p i t a l d e p a r t m e n t . 
3 . D i f f e r e n t i a l R a t e s . In p u b l i c u t i l i t y e c o n o m i c s , d i f f e r e n t i a l 
r a t e s i s t h e c o n c e p t o f r e l a t i n g t h e p r i c e s f o r s e r v i c e s t o t h o s e demand 
c h a r a c t e r i s t i c s a f f e c t i n g t h e c o s t o f p r o v i d i n g t h e s e r v i c e s . Through 
d i f f e r e n t i a l r a t e s , t h o s e c u s t o m e r s who c r e a t e peak demands pay more f o r 
s e r v i c e s than do t h o s e c u s t o m e r s who can s h i f t t h e t i m i n g o f t h e i r demand 
t o an o f f - p e a k p e r i o d . One o f t h e p r i m a r y p u r p o s e s o f d i f f e r e n t i a l r a t e s 
i s t o promote t h e use o f s e r v i c e s i n such a way as t o i n c r e a s e t h e u t i l i ­
z a t i o n o f t h e f a c i l i t i e s , and t h e r e b y , l o w e r t h e a v e r a g e u n i t c o s t . 
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Two r e a d i l y r e c o g n i z a b l e d i f f e r e n t i a l r a t e s d e s i g n e d t o i n c r e a s e u t i l i ­
z a t i o n d u r i n g o f f - p e a k p e r i o d s a r e t h e l e s s e x p e n s i v e n i g h t r a t e s 
o f f e r e d by t h e c o m m e r c i a l a i r l i n e s and by t h e t e l e p h o n e c o m p a n i e s . The 
p r o c e d u r e s f o r r e g u l a t i n g t h e s e d i f f e r e n t i a l r a t e s a r e t h e same a s t h o s e 
f o r r e g u l a t i n g o t h e r p r i c e s , t h a t i s , p roposed s e t s o f d i f f e r e n t i a l r a t e s 
w i t h s u p p o r t i n g arguments a r e s u b m i t t e d t o t h e commiss ion f o r r e v i e w , 
a d j u s t m e n t , and a p p r o v a l . 
In h o s p i t a l management s y s t e m s , d i f f e r e n t i a l r a t e s can be a p p l i e d 
t o many d e p a r t m e n t a l s e r v i c e s when a l t e r n a t i v e l e v e l s o f s e r v i c e a r e 
d e s i r a b l e e i t h e r by t h e p r o d u c e r o r t h e consumer . F o r e x a m p l e , t h r e e 
d i f f e r e n t i a l l e v e l s o f s e r v i c e which might b e e s t a b l i s h e d f o r many o f t h e 
s e r v i c e s o f t h e l a b o r a t o r y a r e : 
1 . S t a t . — a t o n c e . 
2 . R o u t i n e — w i t h i n f o u r h o u r s . 
3 . D i l a t o r y — w i t h i n two d a y s . 
These l e v e l s o f s e r v i c e can be p r i c e d s o a s t o p e n a l i z e t h e 
d e p a r t m e n t s u s i n g t h o s e l e v e l s o f s e r v i c e w i th t h e h i g h e r p r o d u c t i o n 
c o s t s . As i n p u b l i c u t i l i t y e c o n o m i c s , t h e purpose o f d i f f e r e n t i a l 
r a t e s i s t o c a u s e t h e h o s p i t a l consumer depa r tmen t t o s e l e c t t h e l o w e s t 
c o s t l e v e l o f s e r v i c e , c o n s i s t e n t w i t h t h e r e q u i r e d l e v e l o f p a t i e n t 
c a r e . As i n p r i c e r e g u l a t i o n , t h e s e r a t e s can b e s u b m i t t e d t o t h e 
h o s p i t a l r e v i e w commiss ion f o r r e v i e w , a d j u s t m e n t , and a p p r o v a l . 
4 . Consumer S o v e r e i g n t y . The f i n a l g e n e r a l p r o c e d u r e s o f p u b l i c 
u t i l i t y e c o n o m i c s i n c l u d e d i n t h i s s t udy r e l a t e t o consumer s o v e r e i g n t y . 
A p u b l i c u t i l i t y might have a few b r o a d groups o f c u s t o m e r s , such as 
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i n d u s t r i a l c u s t o m e r s and p r i v a t e c u s t o m e r s , and o f f e r a unique s e t o f 
s e r v i c e s a t s p e c i f i c p r i c e s t o e a c h group o f c u s t o m e r s ; howeve r , t h e 
u t i l i t y c a n n o t d i s c r i m i n a t e among any o f t h e c u s t o m e r s w i t h i n a g r o u p . 
Any p o t e n t i a l cu s tomer who can pay i s e n t i t l e d t o t h e s e r v i c e s . Each 
c u s t o m e r can s e l e c t from among t h e approved s e r v i c e s t h o s e s e r v i c e s i n 
t h e amounts which h e l p him meet h i s o b j e c t i v e s . 
In t h e a p p l i c a t i o n o f t h e c o n c e p t o f consumer s o v e r e i g n t y i n a 
h o s p i t a l management s y s t e m e v e r y depar tmen t head has t h e o p p o r t u n i t y t o 
use a s much o f any o f t h e s e r v i c e s o f o t h e r d e p a r t m e n t s a s he can j u s t i f y 
e c o n o m i c a l l y . Each depa r tmen t head s h o u l d manage a l l t h e r e s o u r c e s 
a v a i l a b l e t o h i s depar tment s o t h a t t h e c o s t o f o p e r a t i n g t h e depa r tmen t 
does n o t e x c e e d t h e v a l u e o f t h e goods and s e r v i c e s p r o d u c e d . I f a 
depa r tmen t head can e f f i c i e n t l y use t h e goods and s e r v i c e s o f o t h e r 
d e p a r t m e n t s , he shou ld use t h o s e goods and s e r v i c e s . 
The H o s p i t a l S i t e 
T h i s s t udy was conduc t ed i n Holy F a m i l y H o s p i t a l i n A t l a n t a , which 
was owned and o p e r a t e d by t h e M e d i c a l M i s s i o n S i s t e r s . From t h e i r h e a d ­
q u a r t e r s i n P h i l a d e l p h i a , P e n n s y l v a n i a , t h e s e S i s t e r s o p e r a t e d a r e l i ­
g i o u s s o c i e t y which had as a p r i m a r y aim t h e c a r i n g f o r t h e s i c k a s a 
work o f C h r i s t i a n l o v e and c h a r i t y . Al though most o f t h e i r work was 
c o n d u c t e d th rough h o s p i t a l s i n A f r i c a , A s i a , and L a t i n A m e r i c a , t h e 
S i s t e r s opened t h i s h o s p i t a l i n A t l a n t a i n 1 9 6 4 a s a r e s u l t o f t h e i r 
e f f o r t s t o expand t h e s e r v i c e s o f t h e m e d i c a l c l i n i c t h e y had o p e r a t e d 
f o r a number o f y e a r s . 
S i m i l a r i n s i z e and s e r v i c e s t o a l a r g e number o f American 
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h o s p i t a l s , t h i s 1 2 8 - b e d s h o r t - t e r m g e n e r a l m e d i c a l and s u r g i c a l h o s p i t a l 
p a r t i c i p a t e d i n b o t h t h e B l u e C r o s s and Med ica re P r o g r a m s . The f a c i l i ­
t i e s and t h e s e r v i c e s o f t h e h o s p i t a l i n c l u d e d p a t h o l o g y , c l i n i c a l 
l a b o r a t o r y , pharmacy , p r ema tu re n u r s e r y , emergency room s e r v i c e , r a d i ­
o l o g y s e r v i c e , i n t e n s i v e c a r e s e r v i c e , and a p o s t - o p e r a t i v e r e c o v e r y 
room. 
The a d m i n i s t r a t i v e o r g a n i z a t i o n o f t h e h o s p i t a l i s shown i n t h e 
c h a r t i n Appendix A - l . Through t h i s o r g a n i z a t i o n , 2 7 4 employees p a r ­
t i c i p a t e d i n a p r o g r e s s i v e c a r e p l a n f o r a p p r o x i m a t e l y 5 , 0 0 0 a d m i s s i o n s 
e a c h y e a r a t a t o t a l a n n u a l e x p e n s e o f a p p r o x i m a t e l y $ 1 , 7 0 0 , 0 0 0 . 
The S i s t e r s were i n t e r e s t e d i n l e a r n i n g a b o u t , d e v e l o p i n g , and 
u t i l i z i n g modern h o s p i t a l management t e c h n i q u e s . S e v e r a l o f t h e S i s t e r s 
were p a r t i c i p a t i n g i n t h e Program i n H o s p i t a l A d m i n i s t r a t i o n a t G e o r g i a 
S t a t e U n i v e r s i t y i n A t l a n t a . One o f t h e S i s t e r s a t t e n d e d and s u c c e s s ­
f u l l y c o m p l e t e d t h e H o s p i t a l Management Sys tems A n a l y s t T r a i n i n g Program, 
an e x p e r i m e n t a l program conduc t ed i n 1 9 6 5 - 1 9 6 6 by t h e H o s p i t a l Sys tems 
R e s e a r c h Group o f t h e G e o r g i a I n s t i t u t e o f T e c h n o l o g y . 
In a d d i t i o n , t h e S i s t e r s e r v i n g a s t h e A d m i n i s t r a t o r o f Holy 
F a m i l y H o s p i t a l was a c t i v e l y i n t e r e s t e d in h a v i n g t h e h o s p i t a l p a r t i c i ­
p a t e in r e s e a r c h r e l a t e d t o h o s p i t a l management. She a s s i s t e d i n t h e 
development o f a p r o p o s a l t o t h e U . S . P u b l i c H e a l t h S e r v i c e t o conduc t 
t h i s s tudy in Holy F a m i l y H o s p i t a l . Even though t h e s tudy was n o t funded , 
s h e s t i l l o f f e r e d t h e h o s p i t a l a s a r e s o u r c e t o t h e s t u d y . 
48 
I m p l e m e n t a t i o n and O p e r a t i o n 
The s t udy o f f i c i a l l y began w i th a p r e s e n t a t i o n o f t h e b a s i c c o n ­
c e p t s and t h e g e n e r a l p l a n t o t h e Board o f D i r e c t o r s o f t h e H o s p i t a l 
du r ing t h e w i n t e r q u a r t e r o f 1 9 6 7 . Even though most o f t h e depa r tmen t 
heads had been exposed t o t h e s e b a s i c c o n c e p t s du r ing m e e t i n g s and d i s ­
c u s s i o n s a s s o c i a t e d w i th o t h e r p r o j e c t s , t h e s e c o n c e p t s and t h e g e n e r a l 
p l a n o f t h e s tudy were a l s o p r e s e n t e d a t a s t a f f m e e t i n g o f t h e h o s p i t a l 
depar tmen t h e a d s . 
The g e n e r a l p l a n f o r t h e s t u d y was a s f o l l o w s : 
1 . I d e n t i f y t h e goods and s e r v i c e s o f a l l t h e s e r v i c e d e p a r t ­
ments and two r evenue p r o d u c i n g d e p a r t m e n t s , C e n t r a l 
S e r v i c e and Pharmacy , th rough i n t e r v i e w s w i t h depa r tmen t 
h e a d s . 
2 . Develop a p roposed p r i c e f o r each good and e a c h s e r v i c e , 
u s i n g t h e b a s i c p r i c i n g p r o c e d u r e s o f p u b l i c u t i l i t y 
e c o n o m i c s . 
3 . E s t a b l i s h a r e v i e w commiss ion t o r e v i e w t h e p roposed 
p r i c e s a t a " p u b l i c h e a r i n g , " make any a d j u s t m e n t s i t 
deems n e c e s s a r y , and p u b l i s h t h e approved p r i c e s f o r 
a l l goods and s e r v i c e s . 
4 . Apply t h e c o n c e p t o f consumer s o v e r e i g n t y and p e r m i t 
depar tment heads t o s e l e c t t h o s e goods and s e r v i c e s which 
b e s t meet t h e i r needs i n t h e amount which mee t s t h e i r 
n e e d s . 
5 . R e c o r d t h e t r a n s f e r o f goods and s e r v i c e s among d e p a r t m e n t s 
t h rough s i m p l i f i e d a c c o u n t i n g p r o c e d u r e s . 
6 . P r e p a r e f i n a n c i a l r e p o r t s o f t h e t r a n s f e r o f goods and 
s e r v i c e s and p r e s e n t t h e r e p o r t s t o h o s p i t a l m a n a g e r s . 
7 . Have t h e r e v i e w commiss ion r e - e v a l u a t e p r i c e s o f goods 
and s e r v i c e s as r e q u e s t e d by depa r tmen t h e a d s . 
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S e r v i c e I d e n t i f i c a t i o n 
I m p l e m e n t a t i o n began w i th i n t e r v i e w s w i th t h e deparment heads o f 
Pharmacy , R a d i o l o g y , C e n t r a l S e r v i c e , and a n u r s i n g u n i t . The p r i m a r y 
o b j e c t i v e s o f t h e s e i n t e r v i e w s were t h e i d e n t i f i c a t i o n o f and t h e c o l l e c ­
t i o n o f i n f o r m a t i o n abou t t h e goods and s e r v i c e s which were a v a i l a b l e a s 
" i n p u t s " t o t h e s e d e p a r t m e n t s , t h e " o u t p u t s " o f t h e s e r v i c e d e p a r t m e n t s . 
The i n i t i a l d e f i n i t i o n s , p r e s e n t e d i n Appendix B - l , were d i s c u s s e d w i th 
the department heads d u r i n g t h e s e i n t e r v i e w s , and t h e gu ide i n Appendix B-2 
was used i n t h e c o l l e c t i o n o f i n f o r m a t i o n abou t t h e goods and s e r v i c e s . 
Even though i t p r o v i d e d v a l u a b l e i n s i g h t s i n t o t h e i n t e r r e l a t i o n s 
among h o s p i t a l d e p a r t m e n t s , t h i s approach was n o t a p r o d u c t i v e means o f 
i d e n t i f y i n g goods and s e r v i c e s . The depa r tmen t heads had l i t t l e p e r c e p ­
t i o n o f s e r v i c e s b e i n g p r o v i d e d a s a b e n e f i t t o t h e i r d e p a r t m e n t s . 
Al though r e c o g n i z i n g t h a t o t h e r d e p a r t m e n t s p roduced goods and s e r v i c e s , 
i n g e n e r a l t h e depa r tmen t heads i m p l i e d t h a t such goods and s e r v i c e s 
were p roduced f o r t h e " h o s p i t a l , " o r f o r t h e p a t i e n t s , n o t f o r t h e i r 
d e p a r t m e n t s . From t h i s v i e w p o i n t , h o u s e k e e p i n g s e r v i c e s a r e n o t p r o v i d e d 
a s s e r v i c e s t o L a b o r a t o r y , t h e y a r e p r o v i d e d by Housekeeping f o r t h e 
h o s p i t a l ; t h e s e r v i c e s o f t h e Laundry a r e s e r v i c e s f o r p a t i e n t s , n o t 
s e r v i c e s f o r Nurs ing S e r v i c e ; and t h e p r e p a r a t i o n o f p a y c h e c k s and m a i n ­
t e n a n c e o f p e r s o n n e l r e c o r d s a r e n o t s e r v i c e s f o r d e p a r t m e n t s , b u t r a t h e r 
s e r v i c e s f o r t h e h o s p i t a l . 
F o l l o w i n g t h i s e x p e r i e n c e , e f f o r t s t o i d e n t i f y t h e goods and 
s e r v i c e s o f t h e s e r v i c e d e p a r t m e n t s were d i r e c t e d t o t h o s e d e p a r t m e n t s — 
B u s i n e s s O f f i c e , D i e t a r y , H o u s e k e e p i n g , M e d i c a l R e c o r d s , M a i n t e n a n c e and 
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E n g i n e e r i n g , P e r s o n n e l , and P u r c h a s i n g . The i d e n t i f i c a t i o n o f t h e goods 
and s e r v i c e s o f two r e v e n u e - p r o d u c i n g d e p a r t m e n t s , C e n t r a l S e r v i c e and 
Pharmacy , was a l s o i n c l u d e d in t h i s phase o f t h e s t u d y . I t was assumed 
t h a t t h e c h a r g e s by t h e o t h e r d e p a r t m e n t s t o t h e p a t i e n t s would r e f l e c t 
a v a l u e o f t h e goods and s e r v i c e s o f t h e s e d e p a r t m e n t s . Us ing t h e 
s e r v i c e i d e n t i f i c a t i o n form shown i n Appendix B - 3 , t h e goods and s e r v i c e s 
o f t h e n i n e d e p a r t m e n t s were i d e n t i f i e d th rough a s e r i e s o f i n t e r v i e w s 
w i t h t h e depa r tmen t h e a d s . 
Al though t h e a c t u a l p r o c e d u r e depended upon such f a c t o r s a s t h e 
work s c h e d u l e , i n t e r e s t , and a b i l i t y o f t h e depa r tmen t h e a d s , t h e b a s i c 
p r o c e d u r e was t o have t h r e e i n t e r v i e w s w i th t h e head o f e a c h o f t h e 
d e p a r t m e n t s f o r which t h e s e r v i c e s were t o be i d e n t i f i e d . During t h e 
f i r s t i n t e r v i e w and a f t e r t h e b a s i c c o n c e p t s and t h e g e n e r a l p l a n o f 
t h e s tudy had been r e v i e w e d , t h e depa r tmen t head was e n c o u r a g e d t o t a l k 
abou t h i s d e p a r t m e n t . T y p i c a l l y , t h e depa r tmen t head would i d e n t i f y two 
o r t h r e e s p e c i f i c s e r v i c e s and d i s c u s s t h e g e n e r a l g o a l s and o b j e c t i v e s 
o f t h e d e p a r t m e n t . F o l l o w i n g t h i s i n t e r v i e w , t h e s e g o a l s were t r a n s ­
l a t e d i n t o s t a t e m e n t s i d e n t i f y i n g s p e c i f i c s e r v i c e s . At t h e s e c o n d 
i n t e r v i e w , a s t h e s e s t a t e m e n t s were r e v i e w e d w i th t h e depa r tmen t h e a d , 
t h e c o n c e p t o f d i f f e r e n t i a l l e v e l s o f s e r v i c e s was i n t r o d u c e d . As he 
h e l p e d e d i t t h e s t a t e m e n t s and i d e n t i f y t h e l e v e l s o f s e r v i c e , t h e 
depa r tmen t head c o u l d u s u a l l y i d e n t i f y a d d i t i o n a l s e r v i c e s . F o l l o w i n g 
t h i s i n t e r v i e w t h e s t a t e m e n t s were e d i t e d and o r g a n i z e d i n t o a s t a n d a r d 
f o r m a t . At t h e t h i r d i n t e r v i e w , t h e s e s t a t e m e n t s were r e v i e w e d and 
e d i t e d . 
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H o s p i t a l P e r s o n n e l Changes 
During t h e i n i t i a l p h a s e s o f t h e s t udy i n t h e s p r i n g q u a r t e r o f 
1 9 6 7 , t h e A d m i n i s t r a t o r r e s i g n e d , an e v e n t which had a p ro found e f f e c t 
upon t h e s t u d y . Her i n t e n s e i n t e r e s t i n t h e s t udy a s d e m o n s t r a t e d by 
h e r f r e q u e n t d i s c u s s i o n s abou t t h e p l a n s o f t h e s t udy w i t h t h e depa r tmen t 
heads g e n e r a t e d c o n s i d e r a b l e i n t e r e s t i n t h e s t u d y . Dur ing t h e summer 
q u a r t e r u n t i l t h e n e x t A d m i n i s t r a t o r a r r i v e d , t h e h o s p i t a l was under t h e 
d i r e c t i o n o f one o f t h e S i s t e r s who s e r v e d a s A c t i n g A d m i n i s t r a t o r . 
Al though she had c o n s i d e r a b l e i n t e r e s t i n t h e s t u d y , t h e many o t h e r p r e s ­
s u r e s o f h e r new p o s i t i o n appea red t o p r o h i b i t h e r a c t i v e p a r t i c i p a t i o n . 
The n e x t A d m i n i s t r a t o r who a r r i v e d d u r i n g t h e f a l l q u a r t e r o f 1 9 6 7 d id 
n o t a c t i v e l y p a r t i c i p a t e i n t h e i d e n t i f i c a t i o n and p r i c i n g o f t h e d e p a r t ­
m e n t a l goods and s e r v i c e s n o r d id he e x h i b i t much i n t e r e s t i n c o l l e c t i n g 
d a t a a b o u t d e p a r t m e n t a l t r a n s a c t i o n s and u s i n g t h e i n f o r m a t i o n i n t h e 
h o s p i t a l management s y s t e m . As might be p r e d i c t e d , a l a c k o f i n t e r e s t 
and p a r t i c i p a t i o n by t op management was r e f l e c t e d i n a l a c k o f i n t e r e s t 
and p a r t i c i p a t i o n by t h e depa r tmen t h e a d s . The change i n v i e w p o i n t 
s e r i o u s l y i n h i b i t e d t h e i m p l e m e n t a t i o n and o p e r a t i o n o f t h e p r o c e d u r e s ; 
howeve r , i t d id n o t i n h i b i t t h e s t u d y o f h o s p i t a l o r g a n i z a t i o n and 
management. 
The change i n t h e a d m i n i s t r a t i v e v i e w p o i n t was made even more 
pronounced by s e v e r a l o t h e r p e r s o n n e l changes a t t h e h o s p i t a l d u r i n g t h e 
s t u d y . In any p r o j e c t d e a l i n g w i th t h e h o s p i t a l management s y s t e m i n a 
s m a l l h o s p i t a l , two i n f l u e n t i a l p o s i t i o n s a r e t h e B u s i n e s s O f f i c e Manager 
and D i r e c t o r o f N u r s i n g . During t h e s t u d y , t h e h o s p i t a l had f o u r 
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d i f f e r e n t men o c c u p y i n g t h e p o s i t i o n o f B u s i n e s s O f f i c e Manager and 
t h r e e d i f f e r e n t n u r s e s o c c u p y i n g t h e p o s i t i o n o f D i r e c t o r o f N u r s i n g . 
O t h e r p e r s o n n e l changes which a f f e c t e d t h e s tudy were t h e heads o f t h e 
d e p a r t m e n t s o f M e d i c a l R e c o r d s , Pharmacy , C e n t r a l S e r v i c e , D e l i v e r y 
Room, Emergency Room, and R e c o v e r y Room. 
S e r v i c e P r i c e s 
Even though t h e s e many p e r s o n n e l changes impeded t h e r a t e o f 
p r o g r e s s o f t h e s t u d y , t h e i d e n t i f i c a t i o n o f t h e d e p a r t m e n t a l goods and 
s e r v i c e s was c o n t i n u e d and t h e p r i c i n g o f t h e s e goods and s e r v i c e s was 
b e g u n . O r i g i n a l l y , t h e g e n e r a l p r o c e d u r e s o f p u b l i c u t i l i t y e c o n o m i c s 
were t o be used i n p r i c i n g t h e s e s e r v i c e s ; howeve r , t h e d e a r t h o f p r o d u c ­
t i o n and c o s t r e c o r d s , and t h e a b s e n c e o f d e p a r t m e n t a l b u d g e t s p r o h i b i t e d 
t h e use o f t h i s a p p r o a c h . I n s t e a d , p r i c e s were d e v e l o p e d from e s t i m a t e s 
o f d i r e c t l a b o r c o s t s , s u p p l i e s c o s t s , and i n d i r e c t l a b o r c o s t s o r b u r ­
den . I t was r e c o g n i z e d t h a t such a p r o c e d u r e would , i n a l l p r o b a b i l i t y , 
u n d e r e s t i m a t e t h e p r i c e which s h o u l d b e c h a r g e d f o r each s e r v i c e i n o r d e r 
t h a t t h e income from a l l s e r v i c e s e q u a l t h e c o s t o f o p e r a t i n g t h e d e p a r t ­
ments and p r o v i d i n g t h e s e r v i c e s . However, s i n c e t h e r e were i n s u f f i c i e n t 
d a t a a v a i l a b l e t o use t h e p u b l i c u t i l i t y economic p r o c e d u r e s , s i n c e t h e 
depa r tmen t heads appea red t o u n d e r s t a n d t h e c o n c e p t o f d i r e c t c o s t s , and 
s i n c e t h e p r o c e d u r e s o f t h e Review Commission would p e r m i t t h e depa r tmen t 
heads t o a d j u s t t h e p r o c e s s o f t h e i r s e r v i c e s , t h e s e r e v i s e d p r o c e d u r e s 
were implemented t o p r o v i d e a s i m p l i f i e d approach t o t h e i n i t i a l p r i c e s 
w i t h which t o implement t h e a c c o u n t i n g p r o c e d u r e s . 
As w i th t h e i d e n t i f i c a t i o n o f goods and s e r v i c e s , t h e i n i t i a l 
53 
p r i c e s were e s t a b l i s h e d th rough a s e r i e s o f m e e t i n g s w i t h each depa r tmen t 
h e a d . With t h e g e n e r a l g u i d e l i n e s i n t h e l e t t e r i n Appendix B - 4 and t h e 
w o r k s h e e t f o r computing t h e p r i c e s i n Appendix B - 5 , t h e p r i c e p e r u n i t 
f o r t h e r e g u l a r l e v e l o f s e r v i c e s were e s t i m a t e d . The b a s i c p r i c e was 
then a d j u s t e d t o r e f l e c t t h e depa r tmen t h e a d ' s o p i n i o n a s t o t h e c o s t s 
o f t h e d i f f e r e n t i a l l e v e l s o f e ach s e r v i c e . 
I m p l e m e n t a t i o n 
In t h e o r i g i n a l p l a n o f t h e s t u d y , t h e goods and s e r v i c e s would 
be i d e n t i f i e d and p r i c e d , a Review Commission would b e e s t a b l i s h e d t o 
a d j u s t t h e approve t h e s e p r i c e s , and s i m p l i f i e d p r o c e d u r e s w i th which 
t o a c c o u n t f o r t h e t r a n s f e r o f t h e s e goods and s e r v i c e s would be pu t 
i n t o e f f e c t f o r a four -month o p e r a t i o n a l p e r i o d . However, t h e change i n 
t h e a d m i n i s t r a t i v e v i e w p o i n t , t h e many changes i n p e r s o n n e l , and t h e 
f a l s e s t a r t s i n t h e i d e n t i f i c a t i o n and p r i c i n g o f t h e goods and s e r v i c e s 
had g r e a t l y l e n g t h e n e d t h e t ime r e q u i r e d t o c o m p l e t e t h e i n i t i a l p h a s e s 
o f t h e s t u d y . I t appea red t h a t t h e s e e v e n t s were a d v e r s e l y e f f e c t i n g 
t h e i n t e r e s t o f t h e depa r tmen t h e a d s . T h e r e f o r e , r a t h e r t han t o d e l a y 
any f u r t h e r , t h e o p e r a t i o n a l p e r i o d o f t h e s t udy was implemented on 
December 1 , 1 9 6 7 , even though i d e n t i f i c a t i o n , p r i c i n g , and r e v i e w o f t h e 
goods and s e r v i c e s were n o t c o m p l e t e d by t h a t d a t e . 
Dur ing t h e o p e r a t i o n a l p e r i o d o f t h e s t u d y , s e v e r a l o f t h e d e p a r t ­
ment heads m a i n t a i n e d a c c u r a t e r e c o r d s o f t h e d e l i v e r y o f t h e goods and 
s e r v i c e s o f t h e i r d e p a r t m e n t s , b u t many o f t h e depa r tmen t heads made o n l y 
a t o k e n e f f o r t t o c o l l e c t t h e s e d a t a . Where adequa t e r e c o r d s were n o t 
m a i n t a i n e d , b a s i c a c c o u n t i n g and c e n s u s d a t a were used t o e s t i m a t e t h e 
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d e l i v e r y o f t h e goods and s e r v i c e s o f t h e d e p a r t m e n t s . 
Rev iewing P r i c e s 
A f t e r t h e o p e r a t i o n a l p e r i o d had been i n e f f e c t f o r more than a 
month, b u t b e f o r e t h e f i r s t " c o n t r i b u t e d v a l u e s t a t e m e n t s " ( b a s i c a l l y a 
p r o f i t and l o s s s t a t e m e n t a s shown i n Appendix B - 9 ) were p r e p a r e d , a 
Review Commission was fo rmed , and t h e f i r s t h e a r i n g was c o n d u c t e d . J u s t 
b e f o r e t h e h e a r i n g , t h e p roposed p r i c e s o f t h e goods and s e r v i c e s o f 
t h r e e s e r v i c e d e p a r t m e n t s and Pharmacy were s u b m i t t e d t o t h e Commiss ion. 
At t h e h e a r i n g , which was a t t e n d e d by t h e members o f t h e Review Commis­
s i o n and t h e h o s p i t a l depar tmen t h e a d s , a r e v i e w o f t h e o r i g i n a l p l a n s 
and t h e c u r r e n t s t a t u s o f t h e s t udy was p r e s e n t e d . A l s o i n c l u d e d i n 
t h i s p r e s e n t a t i o n was a r e v i e w o f t h e c o n t r i b u t e d v a l u e s t a t e m e n t s which 
were b e i n g p r e p a r e d . Then t h e Commission h e a r d t h e a rguments o f t h e 
depa r tmen t heads i n s u p p o r t o f t h e i r p roposed p r i c e s . Al though a few o f 
t h e a rguments p r e c i p i t a t e d some d i s c u s s i o n , t h e p roposed p r i c e s were 
r o u t i n e l y app roved . 
In an a t t e m p t t o s t i m u l a t e i n t e r e s t i n t h e use o f t h e m a n a g e r i a l 
i n f o r m a t i o n g e n e r a t e d by t h e s t u d y , t h e s e c o n d h e a r i n g was s c h e d u l e d t o 
f o l l o w t h e p r e p a r a t i o n and t h e d i s t r i b u t i o n o f t h e c o n t r i b u t e d v a l u e 
s t a t e m e n t s f o r December , t h e f i r s t month o f t h e o p e r a t i o n a l p e r i o d o f t h e 
s t u d y . S i n c e t h e s e s t a t e m e n t s would p r e s e n t , f o r each d e p a r t m e n t , t h e 
d i f f e r e n c e , i f a n y , be tween t h e c o s t o f o p e r a t i n g t h e depar tmen t and t h e 
" r e v e n u e " produced t h r o u g h t h e d e l i v e r y o f t h e goods and s e r v i c e s o f t h e 
d e p a r t m e n t , i t was e x p e c t e d t h a t a s i g n i f i c a n t d i f f e r e n c e be tween c o s t 
and r e v e n u e might c a u s e t h e A d m i n i s t r a t o r and t h e depa r tmen t heads t o 
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b r i n g a d d i t i o n a l r e q u e s t s t o t h e Review Commiss ion. 
F o r a depa r tmen t i n which t h e c o s t e x c e e d e d t h e r e v e n u e s , t h e 
A d m i n i s t r a t o r and t h e depa r tmen t head might s tudy t h e p r i c e s o f t h e 
goods and s e r v i c e s o f t h e d e p a r t m e n t , r e v i e w t h e goods and s e r v i c e s 
a c t u a l l y p roduced by t h e d e p a r t m e n t , i n s p e c t t h e methods o f r e c o r d i n g 
t h e p r o d u c t i o n o f goods and s e r v i c e s o f t h e d e p a r t m e n t , and examine 
t h e e f f i c i e n c y o f t h e p r o d u c t i o n p r o c e s s e s . I f , a f t e r such a s t u d y , 
t h e p r i c e o f t h e goods and s e r v i c e s s h o u l d be i n c r e a s e d , t h e depa r tmen t 
head s h o u l d p r e p a r e and submi t t h e j u s t i f i c a t i o n t o t h e Review Commis­
s i o n . I f , a f t e r r e v i e w , a d d i t i o n a l goods and s e r v i c e s p roduced by t h e 
depa r tmen t were i d e n t i f i e d , t h e s e s e r v i c e s c o u l d b e p r i c e d and t h e p r i c e s 
c o u l d be s u b m i t t e d t o t h e Review Commiss ion. Of c o u r s e , methods f o r 
o b t a i n i n g more a c c u r a t e p r o d u c t i o n r e c o r d s and more e f f i c i e n t p r o d u c t i o n 
c o u l d be implemented w i t h o u t t h e a p p r o v a l o f t h e Review Commiss ion. 
As shown i n t h e i n p u t - o u t p u t t r a n s a c t i o n s f o r December in Appendix 
D - l , o n l y two o f t h e seven s e r v i c e d e p a r t m e n t s , Housekeeping and Main­
t e n a n c e , and t h e four i n c o m e - p r o d u c i n g d e p a r t m e n t s had t o t a l r e v e n u e s 
which e x c e e d e d c o s t . Al though t h i s f i s c a l i n f o r m a t i o n g e n e r a t e d some 
d i s c u s s i o n abou t t h e p r i c e s f o r t h e goods and s e r v i c e s o f t h e d e p a r t m e n t s , 
t h e a d d i t i o n a l p r i c e s t o be approved were p r e s e n t e d a s o r i g i n a l l y p r o ­
p o s e d , and t h e Commission r e c e i v e d no r e q u e s t t o modify p r i c e s o r approve 
a d d i t i o n a l goods and s e r v i c e s from any o f t h e depa r tmen t h e a d s . The p r o ­
posed p r i c e s d i s c u s s e d a t t h e s e c o n d h e a r i n g o f t h e Review Commission 
were r o u t i n e l y approved . The approved s e r v i c e s and p r i c e s a r e p r e s e n t e d 
i n Appendix C. 
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O p e r a t i o n 
With t h e s e s e r v i c e s and p r i c e s , t h e o p e r a t i o n a l p e r i o d o f t h e 
s t u d y c o n t i n u e d th rough March, 1 9 6 8 . As soon as t h e p r o d u c t i o n and c o s t 
d a t a f o r e a c h h o s p i t a l depa r tmen t c o u l d b e c o l l e c t e d a f t e r t h e end o f 
e a c h o f t h e f o u r months o f t h e s t u d y , t h e d a t a were o r g a n i z e d i n t o 
i n p u t - o u t p u t t r a n s a c t i o n t a b l e s a s p r e s e n t e d i n Appendix D and d i s t r i b u ­
t e d t o t h e A d m i n i s t r a t o r and t h e depar tment h e a d s . 
R e s u l t s 
The m a j o r r e s u l t s produced by t h i s s t udy were t h e i d e n t i f i c a t i o n 
o f t h e s e r v i c e s o f t h e seven s e r v i c e depa r tmen t s and C e n t r a l S e r v i c e and 
Pharmacy , a s e t o f i n p u t - o u t p u t t r a n s a c t i o n t a b l e s d i s p l a y i n g t h e f i s c a l 
r e s u l t s o f t h e exchange o f s e r v i c e s among t h e h o s p i t a l d e p a r t m e n t s , two 
component s u b - s t u d i e s , and t h e i d e n t i f i c a t i o n o f a s e t o f c h a r a c t e r i s t i c s 
o f h o s p i t a l o r g a n i z a t i o n and management which c o n t r i b u t e t o t h e need f o r 
c o o r d i n a t i o n and i n f l u e n c e t h e d e s i g n o f p r o c e d u r e s f o r f o r m a l l y c o o r d i ­
n a t i n g d e p a r t m e n t a l goods and s e r v i c e s . 
S e r v i c e s 
A l l t h e i n t e r a c t i o n s , t h e goods and s e r v i c e s , t o be c o o r d i n a t e d 
f o r m a l l y among depa r tmen t s a r e c l a s s i f i e d i n t h i s s t udy a s s e r v i c e s . 
A s e r v i c e i s d e f i n e d a s t h e work i n one depa r tmen t f o r t h e b e n e f i t o f 
a n o t h e r depar tmen t o r f o r a p a t i e n t . Even though a depa r tmen t p r o d u c e s 
goods f o r o t h e r depa r tmen t s o r p a t i e n t s , such a s c l e a n l i n e n s and s t e r ­
i l e w a t e r , t h e s e goods a r e c l a s s i f i e d a s s e r v i c e s o f t h e work o f p r o ­
d u c i n g , p r o c e s s i n g , o r d e l i v e r i n g t h e g o o d s . F o r e x a m p l e , a l t h o u g h 
d i e t a r y p l a n s , p r e p a r e s , and d e l i v e r s p a t i e n t mea l s t o t h e f l o o r , and 
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t h e b u s i n e s s o f f i c e p r e p a r e s p a y r o l l c h e c k s , t h e s e a c t i v i t i e s a r e 
i d e n t i f i e d a s s e r v i c e s w i t h t h e emphas i s on t h e a c t i o n r a t h e r t h a n t h e 
g o o d s . 
Each o f t h e s e r v i c e s i d e n t i f i e d i n t h i s s t udy i s d e s i g n a t e d by a 
b r i e f d e s c r i p t i o n which b e g i n s w i th t h e i n f i n i t i v e fo rm, w i t h o u t t h e to, 
o f t h e t r a n s i t i v e ve rb d e n o t i n g t h e p r i m a r y a c t i o n o f t h e s e r v i c e . The 
ve rb i s f o l l o w e d by a d i r e c t o b j e c t , t h e r e c i p i e n t o f t h e a c t i o n o f t h e 
s e r v i c e . Many o f t h e s e s e r v i c e s r e q u i r e a number o f a d v e r b i a l m o d i f i e r s 
i n r e g a r d t o such f a c t o r s a s manner , t i m e , p l a c e , and d e g r e e t o c o m p l e t e 
t h e d e s c r i p t i o n . Examples o f t h e s e s e r v i c e s a r e " p r o c e s s and f i l e 
p a t i e n t c h a r t , " " p i c k up and d e l i v e r i t e m s o u t s i d e t h e h o s p i t a l , " and 
" p r e p a r e and d i s p e n s e drugs and c h e m i c a l s f o r use on f l o o r and f o r f l o o r 
s t o c k . " 
F o r many s e r v i c e s , d i f f e r e n t i a l l e v e l s o f s e r v i c e a r e i n c l u d e d i n 
t h e d e s c r i p t i o n o f t h e s e r v i c e . In some s e r v i c e s , t h e d i f f e r e n t i a l 
l e v e l s o f s e r v i c e r e q u i r e s i g n i f i c a n t l y d i f f e r e n t p r o c e d u r e s , such as t h e 
d i s c h a r g e o f p a t i e n t s w i th c a s h o r i n s u r a n c e and t h e d i s c h a r g e o f 
p a t i e n t s w i th te rm paymen t s . In some s e r v i c e s , t h e d i f f e r e n t i a l l e v e l s 
r e q u i r e a d d i t i o n a l work on t h e p a r t o f t h e depar tmen t p r o v i d i n g t h e 
s e r v i c e , such a s t h e d e l i v e r y o f t h e goods s u p p l i e d by P u r c h a s i n g t o t h e 
u s e r . In o t h e r s e r v i c e s , d i f f e r e n t i a l l e v e l s o f s e r v i c e were a v a i l a b l e 
in r e g a r d t o t h e t i m i n g o f t h e s e r v i c e , such a s t h e emergency drug 
d i s p e n s i n g s e r v i c e o f Pharmacy . 
S e v e r a l o f t h e depa r tmen t s i d e n t i f i e d and r e c e i v e d a p p r o v a l o f 
s e r v i c e s o f an i n f o r m a t i o n a l o r c o n s u l t i n g n a t u r e which were b a s e d upon 
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t h e t e c h n i c a l knowledge o f t h e p r o d u c t i o n s y s t e m s o f t h e depa r tmen t and 
f r e q u e n t l y p r o v i d e d by t h e depa r tmen t h e a d . F o r e x a m p l e , t h e P u r c h a s i n g 
Depar tment p r o v i d e s p u r c h a s i n g c o u n s e l , t h e D i e t a r y Depar tment p r o v i d e s 
s p e c i a l d i e t i n s t r u c t i o n s t o p a t i e n t s and s e r v e s on v a r i o u s a d m i n i s t r a ­
t i v e c o m m i t t e e s , t h e Pharmacy p r o v i d e s p h a r m a c e u t i c a l i n f o r m a t i o n and 
a l s o p r o v i d e s t r a i n i n g s e r v i c e s t o Nurs ing S e r v i c e , and t h e C h i e f E n g i ­
n e e r p r o v i d e s e n g i n e e r i n g and m a i n t e n a n c e c o n s u l t i n g s e r v i c e s and s e r v e s 
on t h e F i r e and S a f e t y Commi t t ee . 
The s e r v i c e s , t h e l e v e l s o f e ach s e r v i c e , and t h e c h a r g e p e r 
s e r v i c e i d e n t i f i e d i n t h i s s t u d y a r e p r e s e n t e d i n Appendix C. F o r e a c h 
depa r tmen t t h e s e r v i c e s a r e o r g a n i z e d i n a fo rma t which c o u l d s e r v e a s 
a month ly s t a t e m e n t o f s e r v i c e s r e n d e r e d t o a consumer d e p a r t m e n t . The 
number o f e a c h o f t h e s e r v i c e s d e l i v e r e d c o u l d be e n t e r e d on t h e form 
and m u l t i p l i e d by t h e c h a r g e p e r s e r v i c e t o p roduce t h e t o t a l c h a r g e s f o r 
e a c h o f t h e s e r v i c e s . The sum o f t h e s e c h a r g e s would b e t h e t o t a l 
c h a r g e s from t h e p r o d u c i n g depar tmen t t o t h e consuming d e p a r t m e n t . 
I n p u t - O u t p u t T r a n s a c t i o n T a b l e s 
The f i s c a l r e s u l t s o f t h e i n t e r a c t i o n o f t h e s e s e r v i c e s among 
h o s p i t a l d e p a r t m e n t s a r e p r e s e n t e d i n t h e i n p u t - o u t p u t t r a n s a c t i o n t a b l e 
i n Appendix D, one t a b l e f o r each o f t h e months o f t h e o p e r a t i o n a l p e r ­
i o d o f t h e s tudy and one t a b l e i n which t h e r e s u l t s f o r t h e f o u r months 
a r e summarized. These t r a n s a c t i o n t a b l e s have a b a s i c o r g a n i z a t i o n a l 
f o r m a t s i m i l a r t o t h e i n p u t - o u t p u t a n a l y s i s t a b l e o f microeconomics . " 1 " 
1 
F o r an e x c e l l e n t i n t r o d u c t i o n t o i n p u t - o u t p u t a n a l y s i s , s e e 
Mie rnyk , W i l l i a m H . , The Elements of Input-Output Analysis, Random House , 
New Y o r k , 1 9 6 5 , 156 p p . ; and f o r a t h e o r e t i c a l d i s c u s s i o n o f t h e use o f 
59 
The f i r s t 1 8 rows and 18 columns o f t h e t a b l e s r e p r e s e n t t h e d e p a r t m e n t s 
o f t h e h o s p i t a l i d e n t i f i e d i n t h i s s t u d y . In e a c h c e l l o f t h i s p o r t i o n 
o f t h e t a b l e i s r e c o r d e d t h e d o l l a r v a l u e o f t h e s e r v i c e s p r o v i d e d 
du r ing t h e p e r i o d by t h e depa r tmen t whose name a p p e a r s on t h e row t o t h e 
depa r tmen t whose name a p p e a r s a t t h e t op o f t h e column. T h i s f l ow o f 
s e r v i c e s i s an " o u t p u t " from t h e depar tmen t named on t h e row and i s an 
" i n p u t " t o t h e depa r tmen t named i n t h e column. 
I n t h e c e l l s i n column 19 a r e r e c o r d e d t h e o u t s i d e income d u r i n g 
t h e p e r i o d from s o u r c e s o t h e r than p a t i e n t s t o t h e depa r tmen t whose name 
a p p e a r s on t h e row. In column 20 i s t h e sum o f t h e c h a r g e s o f a l l t h e 
h o s p i t a l d e p a r t m e n t s d u r i n g t h e p e r i o d . In t h e c e l l s i n column 2 1 a r e 
r e c o r d e d t h e sum o f t h e c h a r g e s t o p a t i e n t s d u r i n g t h e p e r i o d f o r s e r v ­
i c e s by t h e depa r tmen t whose name a p p e a r s on t h e row. In t h e c e l l s i n 
column 22 a r e t h e sum o f t h e d a t a a c r o s s t h e row. In rows 20 th rough 
25 a r e r e c o r d e d t h e e x p e n s e s named on t h e row a s i n c u r r e d by t h e d e p a r t ­
ment whose name a p p e a r s a t t h e t o p o f t h e column. I n t h e l a s t row, 2 6 , 
e a c h c e l l c o n t a i n s t h e sum o f a l l o f t h e c o s t s o f o p e r a t i n g t h e d e p a r t ­
ment l i s t e d a t t h e head o f t h e column. 
In t h e s e t a b l e s , t h e income from p a t i e n t s u s u a l l y c r e d i t e d t o 
Pharmacy and C e n t r a l S e r v i c e h a s been c r e d i t e d t o A d m i n i s t r a t i o n . The 
c h a r g e s f o r t h e s e r v i c e s o f C e n t r a l Supply and Pharmacy were made t o 
t h e consuming d e p a r t m e n t s on t h e b a s i s o f t h e c o s t o f t h e s e r v i c e e x ­
c l u d i n g t h e c o s t o f t h e goods s u p p l i e d w i t h t h e s e r v i c e . The c o s t s o f 
an i n p u t - o u t p u t t r a n s a c t i o n t a b l e i n h o s p i t a l management s y s t e m , s e e 
N a s t a , Manohar D . , and R o b e r t A. S h a p i r o , Mathematical Models to Facili­
tate Management Developmental Planning of a Hospital System, S c h o o l o f 
I n d u s t r i a l E n g i n e e r i n g , U n i v e r s i t y o f Oklahoma, A p r i l 19 7 0 , 2 6 3 pp . 
60 
t h e goods o f t h e s e two d e p a r t m e n t s were c h a r g e d t o A d m i n i s t r a t i o n , and 
t h e income from t h e s e goods was c r e d i t e d t o A d m i n i s t r a t i o n . O t h e r income 
c r e d i t e d t o A d m i n i s t r a t i o n i n c l u d e s t h e income from p a t i e n t s f o r o x y g e n , 
a n e s t h e s i a , t e l e v i s i o n , and m i s c e l l a n e o u s c h a r g e s , such a s t e l e p h o n e 
c a l l s . 
One o f t h e a p p a r e n t m a n a g e r i a l u s e s o f t h e t r a n s a c t i o n s t a b l e s i s 
a compar i son be tween t h e c o s t s o f o p e r a t i n g a depa r tmen t and t h e v a l u e 
o f t h e s e r v i c e s p roduced by t h a t d e p a r t m e n t . In t h e t r a n s a c t i o n s t a b l e s , 
t h e v a l u e o f t h e s e r v i c e s i s r e c o r d e d a t t h e i n t e r s e c t i o n o f column 22 
and t h e row f o r t h e d e p a r t m e n t , and t h e c o s t o f o p e r a t i n g t h e depa r tmen t 
i s r e c o r d e d a t t h e i n t e r s e c t i o n o f row 22 and t h e column f o r t h e d e p a r t ­
ment . I f t h e r e a r e s i g n i f i c a n t d i f f e r e n c e s be tween t h e v a l u e o f t h e o u t ­
pu t and t h e c o s t , m a n a g e r i a l a c t i o n by t h e a d m i n i s t r a t o r and t h e d e p a r t ­
ment head c o u l d l e a d t o t h e i d e n t i f i c a t i o n o f t h e c a u s e o f t h e d i f f e r e n c e 
and t o t h e i n i t i a t i o n o f c o r r e c t i v e a c t i o n . 
During t h i s s t u d y , o n l y t h r e e o f t h e n i n e d e p a r t m e n t s f o r which 
s e r v i c e s were i d e n t i f i e d and p r i c e d — H o u s e k e e p i n g , P e r s o n n e l , and M a i n t e ­
n a n c e — p r o d u c e d r e v e n u e s from s e r v i c e s which e q u a l e d o r e x c e e d e d t h e 
c o s t o f p r o v i d i n g t h e s e r v i c e s . 
Component S u b - S t u d i e s 
During b o t h t h e i m p l e m e n t a t i o n and o p e r a t i o n p e r i o d s o f t h i s 
s t u d y , s e v e r a l g r a d u a t e s t u d e n t a s s i s t a n t s from t h e H o s p i t a l Sys t ems 
R e s e a r c h Group ( l a t e r t h e H e a l t h Sys t ems R e s e a r c h C e n t e r ) o f t h e G e o r g i a 
I n s t i t u t e o f T e c h n o l o g y a s s i s t e d w i t h t h e c o l l e c t i o n and o r g a n i z a t i o n o f 
t h e d a t a and w i t h t h e d e s i g n and i m p l e m e n t a t i o n o f t h e p r o c e d u r e s . Two 
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o f t h e s e s t u d e n t s d e v e l o p e d t h e i r m a s t e r ' s t h e s e s i n a s s o c i a t i o n w i t h 
t h e s t u d y . 
One s t u d e n t s i m u l a t e d , t h r o u g h t h e use o f DYNAMO, a h o s p i t a l 
management s y s t e m which i n c l u d e d t h e c o n c e p t s o f consumer s o v e r e i g n t y 
o v e r t h e goods and s e r v i c e s o f o t h e r d e p a r t m e n t s and o v e r t h e use o f 
o v e r t i m e w i t h i n t h e d e p a r t m e n t s , r e g u l a t e d p r i c e s f o r t h e goods and 
s e r v i c e s a v a i l a b l e t o t h e d e p a r t m e n t s , and d i f f e r e n t i a l p r i c i n g f o r 
2 
t h e s e goods and s e r v i c e s . The t h r e e b a s i c h o s p i t a l d e p a r t m e n t s 
i n c l u d e d i n t h i s s i m u l a t i o n w e r e : A d o c t o r - n u r s e - p a t i e n t c o m p l e x , such 
a s i n t e r m e d i a t e c a r e ward o r a p e d i a t r i c ward i n which n u r s e s c a r e f o r 
p a t i e n t s ; a m e d i c a l s u p p o r t i v e d e p a r t m e n t , such a s r a d i o l o g y o r l a b o r a ­
t o r y which p r o v i d e s goods and s e r v i c e s , t o t h e d o c t o r - n u r s e - p a t i e n t 
c o m p l e x ; and a g e n e r a l s e r v i c e depa r tmen t such as h o u s e k e e p i n g o r ma in ­
t e n a n c e which p r o v i d e s s e r v i c e f o r b o t h t h e m e d i c a l s u p p o r t i v e depa r tmen t 
and t h e d o c t o r - n u r s e - p a t i e n t c o m p l e x . B a s e d on t h e a s s u m p t i o n s u n d e r ­
l y i n g t h e d e c i s i o n mode l , t h e s i m u l a t i o n i n d i c a t e d t h a t a h o s p i t a l 
management s y s t e m i n c o r p o r a t i n g t h e fundamenta l p r i n c i p l e s o f p u b l i c 
u t i l i t y e c o n o m i c s would c a u s e t h e depa r tmen t heads t o e f f e c t i v e l y use 
t h e goods and s e r v i c e s o f o t h e r d e p a r t m e n t s and o v e r t i m e by i t s own 
employees t o a d j u s t t o t h e v a r y i n g demand f o r s e r v i c e s g e n e r a t e d t h r o u g h ­
ou t t h e h o s p i t a l a s a r e s u l t o f v a r i a t i o n s i n t h e p a t i e n t l o a d a t t h e 
d o c t o r - n u r s e - p a t i e n t c o m p l e x . 
The s e c o n d s t u d e n t r e c o g n i z e d t h a t t h e a v a i l a b l e t i m e o f a 
2 
H a r d i s o n , J a s p e r H . , J r . , "A S i m u l a t i o n Model o f a H o s p i t a l 
Sys tem Under 'Management by F i s c a l C o n t r o l , ' " u n p u b l i s h e d M.S . t h e s i s , 
G e o r g i a I n s t i t u t e o f T e c h n o l o g y , A t l a n t a , J u n e 1 9 6 8 , 77 pp . 
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h o s p i t a l depa r tmen t head i s n o r m a l l y l i m i t e d t o 40 hou r s a week , assumed 
t h a t t h e t o t a l t i m e which c o u l d be i n v e s t e d by a depa r tmen t head e x c e e d s 
40 hou r s a week , and c o n c l u d e d t h a t t h e depa r tmen t head c o u l d use an 
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o b j e c t i v e gu ide t o t h e e f f i c i e n t a l l o c a t i o n o f h i s t i m e . F u r t h e r m o r e , 
s i n c e t h e o b j e c t i v e o f a depa r tmen t i s t h e p r o d u c t i o n o f goods and 
s e r v i c e s , such a gu ide s h o u l d d e a l w i t h t h e r e l a t i v e v a l u e s o f t h e s e 
goods and s e r v i c e s . Us ing i n f o r m a t i o n g e n e r a t e d du r ing t h e s t u d y abou t 
t h e s e r v i c e s o f t h e pharmacy and t h e p r i c e and t h e f r e q u e n c y o f t h e s e 
s e r v i c e s , and P a r e t o ' s c o n c e p t o f t h e " v i t a l f e w , and t h e t r i v i a l many," 
he d e m o n s t r a t e d t h a t o n l y 2 1 p e r c e n t o f t h e s e r v i c e s o f pharmacy 
4 
a c c o u n t e d f o r 96 p e r c e n t o f t h e c o n t r i b u t e d v a l u e o f t h e pharmacy . 
From t h i s , he c o n c l u d e d t h a t t h e i n f o r m a t i o n g e n e r a t e d th rough p r o c e d u r e s 
f o r c o o r d i n a t i o n such a s t h o s e implemented i n t h i s s t u d y , c o u l d be used 
by a depa r tmen t head a s a gu ide i n t h e e f f i c i e n t a l l o c a t i o n o f h i s t i m e . 
C h a r a c t e r i s t i c s o f H o s p i t a l O r g a n i z a t i o n and Management 
In a d d i t i o n t o s p e c i f i c r e s u l t s , t h e s t udy o f c o o r d i n a t i o n p r o ­
v i d e d an o p p o r t u n i t y t o i n t i m a t e l y o b s e r v e and a n a l y z e a h o s p i t a l man­
agement s y s t e m . F o r t h r e e y e a r s f o l l o w i n g t h e c o m p l e t i o n o f t h e s t u d y 
a t Holy F a m i l y H o s p i t a l , t h e a n a l y s i s o f h o s p i t a l management s y s t e m s was 
c o n t i n u e d i n o t h e r h o s p i t a l s . O p p o r t u n i t i e s t o a n a l y z e management s y s ­
tems were p r o v i d e d th rough management c o n s u l t i n g p r o j e c t s i n l a r g e , 
A l o n s o , F e l i p e , "An A p p l i c a t i o n o f M a n a g e r i a l A c c o u n t i n g t o Cos t 
Data i n a H o s p i t a l S e r v i c e D e p a r t m e n t , " u n p u b l i s h e d M.S . t h e s i s , G e o r g i a 
I n s t i t u t e o f T e c h n o l o g y , A t l a n t a , August 1 9 6 8 , 45 pp . 
'Ibid., p . 3 0 . 
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medium, and s m a l l h o s p i t a l s ; i n s p e c i a l t y and g e n e r a l h o s p i t a l s ; and i n 
h o s p i t a l s o p e r a t e d by s t a t e gove rnmen t , by h o s p i t a l a u t h o r i t i e s , and by 
p r i v a t e p a r t i e s . A l s o d u r i n g t h i s p e r i o d , c o n t e m p l a t i v e d i s c u s s i o n s 
w i t h l e a d i n g h o s p i t a l a d m i n i s t r a t o r s , depa r tmen t h e a d s , and i n d u s t r i a l 
e n g i n e e r s i n Alabama and G e o r g i a p r o v i d e d v a l u a b l e i n p u t t o t h e a n a l y s i s 
o f h o s p i t a l management s y s t e m s . 
T h i s a n a l y s i s p roduced a s e t o f c h a r a c t e r i s t i c s o f h o s p i t a l 
o r g a n i z a t i o n and management which c o n t r i b u t e s t o t h e need f o r , and 
i n f l u e n c e t h e d e s i g n o f , p r o c e d u r e s t h rough which h o s p i t a l managers 
f o r m a l l y c o o r d i n a t e t h e goods and s e r v i c e s o f h o s p i t a l d e p a r t m e n t s . The 
i m p o r t a n c e o f t h e s e c h a r a c t e r i s t i c s t o t h i s i n v e s t i g a t i o n and t h e amount 
o f s p a c e r e q u i r e d f o r t h e i r d e s c r i p t i o n s demand a s e p a r a t e c h a p t e r . 
T h u s , t h e m a j o r r e s u l t o f t h e s t udy o f c o o r d i n a t i o n i s p r e s e n t e d i n t h e 
f o l l o w i n g c h a p t e r . 
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CHAPTER IV 
RELEVANT CHARACTERISTICS OF HOSPITAL 
ORGANIZATION AND MANAGEMENT 
The c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management i n 
t h i s c h a p t e r were deve loped th rough an i n d u c t i v e p r o c e s s o f o b s e r v a t i o n , 
g e n e r a l i z a t i o n , and summation. H o s p i t a l o r g a n i z a t i o n and a c t i v i t i e s 
were c l o s e l y o b s e r v e d and a n a l y z e d i n one h o s p i t a l d u r i n g t h e s t udy o f 
c o o r d i n a t i o n d e s c r i b e d i n t h e p r e c e d i n g c h a p t e r and were s t u d i e d i n a 
number o f o t h e r h o s p i t a l s . During and f o l l o w i n g t h e s t u d y , many d e t a i l s 
o b s e r v e d i n t h e o r g a n i z a t i o n and management o f t h e s e h o s p i t a l s were 
g e n e r a l i z e d , i . e . , t r a n s f o r m e d i n t o p r o p e r t i e s s h a r e d by a l a r g e number 
o f h o s p i t a l s . S e v e r a l p r o p e r t i e s c o n t r i b u t i n g t o a d i s t i n g u i s h i n g f e a ­
t u r e were summarized i n a s i n g l e s e n t e n c e , t e rmed a ahavaQteristia o f 
h o s p i t a l o r g a n i z a t i o n and management. 
Such an i n d u c t i v e p r o c e s s g e n e r a t e s a p l e t h o r a o f c h a r a c t e r i s t i c s . 
However, a n e c e s s a r y a t t r i b u t e f o r a c h a r a c t e r i s t i c t o b e i n c l u d e d i n 
t h i s c h a p t e r i s t h a t i t c o n t r i b u t e t o t h e need f o r , o r i n f l u e n c e t h e 
d e s i g n o f , p r o c e d u r e s th rough which h o s p i t a l managers f o r m a l l y c o o r d i n a t e 
d e p a r t m e n t a l goods and s e r v i c e s . S e l e c t i n g and a r r a n g i n g c h a r a c t e r i s t i c s 
such t h a t t h e i r d e s c r i p t i o n s b a s e d on t h e g e n e r a l p r o p e r t i e s c l e a r l y 
p o r t r a y t h e n a t u r e o f t h e p rob lem o f c o o r d i n a t i o n and d e m o n s t r a t e a need 
f o r f o r m a l c o o r d i n a t i o n a s s u r e s r e l e v a n c e t o c o o r d i n a t i o n . S e l e c t i n g 
c h a r a c t e r i s t i c s which a r e used a s a b a s i s f o r t h e d e s i g n o f a s e t o f 
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p r o c e d u r e s th rough which h o s p i t a l managers can f o r m a l l y c o o r d i n a t e 
d e p a r t m e n t a l goods and s e r v i c e s d e m o n s t r a t e s r e l e v a n c e t o d e s i g n . 
The a r r angemen t o f t h e c h a r a c t e r i s t i c s i n c l u d e d i n t h e t h r e e 
m a j o r s e c t i o n s o f t h i s c h a p t e r i s such t h a t t h e i r d e s c r i p t i o n s demon­
s t r a t e r e l e v a n c e t o c o o r d i n a t i o n and t h e d e s i g n o f p r o c e d u r e s t h rough 
which managers c o o r d i n a t e goods and s e r v i c e s . In t h e f i r s t s e c t i o n , t h e 
d e s c r i p t i o n s i d e n t i f y t h e b a s i c e l e m e n t s o f c o o r d i n a t i o n and p o r t r a y t h e 
n a t u r e o f t h e p rob lem o f c o o r d i n a t i o n . I n a d d i t i o n , t h e s e d e s c r i p t i o n s 
i n t r o d u c e some t e r m i n o l o g y used t h r o u g h o u t t h e c h a p t e r . In t h e s e c o n d 
s e c t i o n , t h e d e s c r i p t i o n s p r e s e n t a r e v i e w o f t h e p r i n c i p a l f u n c t i o n s o f 
e x i s t i n g p o t e n t i a l a g e n t s o f c o o r d i n a t i o n i n h o s p i t a l s . The d i s c u s s i o n 
o f t h e s e f u n c t i o n s augments t h e d e s c r i p t i o n s o f t h e n a t u r e o f c o o r d i n a ­
t i o n and o f t h e need f o r f o r m a l c o o r d i n a t i o n . The a d d i t i o n a l c h a r a c t e r ­
i s t i c s i d e n t i f i e d and d e s c r i b e d i n t h e t h i r d s e c t i o n a l s o i n f l u e n c e t h e 
d e s i g n o f p r o c e d u r e s t o be implemented and used by h o s p i t a l m a n a g e r s . 
Throughout t h e s e t h r e e s e c t i o n s , t h e c h a r a c t e r i s t i c s a r e numbered 
s e q u e n t i a l l y a s one l i s t . S e v e r a l a u x i l i a r y o r c o r o l l a r y c h a r a c t e r i s t i c s , 
i d e n t i f i e d w i th a l o w e r c a s e l e t t e r , a r e a l s o i n c l u d e d i n t h e l i s t . 
C o o r d i n a t i o n 
C o o r d i n a t i o n , a s t h e t e rm i s used i n t h i s i n v e s t i g a t i o n , i m p l i e s 
f i r s t t h a t t h e r e i s a group o f e n t i t i e s , s e c o n d l y t h a t t h e r e a r e r e l a ­
t i o n s among t h e s e e n t i t i e s , and t h i r d l y t h a t t h e s e r e l a t i o n s can be modi ­
f i e d s o a s t o a c h i e v e a harmonious and complementary e f f o r t from t h e 
g roup . The i n i t i a l c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and manage­
ment i n t h i s c h a p t e r p e r t a i n t o e n t i t i e s o r segment s o f h o s p i t a l 
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o r g a n i z a t i o n and t o t h e r e l a t i o n s among t h e s e s e g m e n t s . 
O r g a n i z a t i o n 
When t h e t r a d i t i o n a l o r g a n i z a t i o n c h a r t , a s shown i n Appendix 
A - l , i s used t o i l l u s t r a t e t h e f o r m a l l i n e s o f a u t h o r i t y from t h e top 
a d m i n i s t r a t i v e p o s i t i o n down th rough t h e o r g a n i z a t i o n o f a h o s p i t a l , a 
r e c t a n g l e i d e n t i f i e d by t h e name o f a d e p a r t m e n t , such a s d i e t a r y , 
r e p r e s e n t s t h e head o f t h e d e p a r t m e n t , a p e r s o n who has some m a n a g e r i a l 
r e s p o n s i b i l i t y f o r , and a u t h o r i t y o v e r , t h e r e s o u r c e s used i n t h e p r o ­
d u c t i o n o f t h e goods and s e r v i c e s o f t h e d e p a r t m e n t . T h i s o r g a n i z a t i o n 
c h a r t i s a l s o used t o i d e n t i f y t h e segment s o f t h e o r g a n i z a t i o n t o which 
e m p l o y e e s , r e s o u r c e s , and f a c i l i t i e s a r e a s s i g n e d , i n which c a s e a r e c ­
t a n g l e i d e n t i f i e d by t h e name o f a depar tment r e p r e s e n t s t h e a u t h o r i z e d 
r e s o u r c e s used i n t h e p r o d u c t i o n o f t h e goods and s e r v i c e s o f t h e d e p a r t ­
ment . T h u s , t h i s t r a d i t i o n a l o r g a n i z a t i o n c h a r t does n o t c l e a r l y d i f - . 
f e r e n t i a t e be tween t h e o r g a n i z a t i o n a l segments i n which employees p roduce 
t h e goods and s e r v i c e s t o be c o o r d i n a t e d and t h o s e segment s i n which 
employees manage t h e p r o d u c t i o n o f goods and s e r v i c e s . 
A d i s t i n c t i o n be tween t h e s e segments i s d e v e l o p e d and i l l u s t r a t e d 
on a m o d i f i e d h o s p i t a l o r g a n i z a t i o n c h a r t i n t h e d e s c r i p t i o n o f t h e f o l ­
lowing c h a r a c t e r i s t i c o f h o s p i t a l o r g a n i z a t i o n and management. 
CkaAactoAiJitic 7 . Tke. typ^icat koApitaZ organization conAtbtb ofi a 
i>oX oh ko&p<utaJL production &y*tmi> and a kotpttaZ 
management bybtom. 
The t e r m s " h o s p i t a l p r o d u c t i o n s y s t e m " and " h o s p i t a l management 
s y s t e m " have been used i n t h i s i n v e s t i g a t i o n w i th o n l y i m p l i e d d e f i n i ­
t i o n s . As t h e s e s y s t e m s d i r e c t l y r e l a t e t o c o o r d i n a t i o n and t o s e v e r a l 
67 
c h a r a c t e r i s t i c s p r e s e n t e d l a t e r i n t h i s c h a p t e r , t h e i r d e s c r i p t i o n s 
i n c l u d e f o r m a l d e f i n i t i o n s . ' 
A hospital production system i s d e f i n e d t o be a s u b s e t o f t h e 
r e s o u r c e s and f a c i l i t i e s o f a h o s p i t a l d e p a r t m e n t . The i n t e r r e l a t e d 
members o r components o f t h i s s e t a r e p o l i c i e s and p r o c e d u r e s and 
a u t h o r i z e d r e s o u r c e s and f a c i l i t i e s , such a s s p a c e , s u p p l i e s , e q u i p m e n t , 
and o r g a n i z a t i o n a l p o s i t i o n s . In t h i s s e t , t h e employees a s s i g n e d t o t h e 
o r g a n i z a t i o n a l p o s i t i o n s use t h e s p a c e , s u p p l i e s , and equipment i n p e r ­
fo rming p h y s i c a l and m e n t a l a c t i v i t i e s a s d i r e c t e d by t h e p o l i c i e s and 
p r o c e d u r e s . These a c t i v i t i e s c o n t r i b u t e t o t h e p r o d u c t i o n o f goods and 
s e r v i c e s o f t h e depa r tmen t and , t h e r e b y , t o t h e p r o d u c t i o n o f goods and 
s e r v i c e s o f t h e h o s p i t a l . 
W i t h i n a d e p a r t m e n t , t h e r e may be s e v e r a l p r o d u c t i o n s y s t e m s 
o r g a n i z e d around such f a c t o r s a s a s e t o f r e l a t e d a c t i v i t i e s o r a work 
a r e a . L a b o r a t o r i e s , f o r e x a m p l e , a r e u s u a l l y o r g a n i z e d i n t o s e v e r a l 
p r o d u c t i o n s y s t e m s , such a s t h e b l o o d bank and t h e hema to logy s e c t i o n . 
Al though many such p r o d u c t i o n s y s t e m s a r e r e c o g n i z e d a s e n t i t i e s i n t h e 
f i n a n c i a l a c c o u n t i n g p r o c e d u r e s and a s s i g n e d un ique a c c o u n t number s , 
such r e c o g n i t i o n i s n o t n e c e s s a r y t o t h e o r g a n i z a t i o n o f p r o d u c t i o n 
s y s t e m s . E n g i n e e r i n g and m a i n t e n a n c e d e p a r t m e n t s t y p i c a l l y i n c l u d e one 
p r o d u c t i o n sy s t em o r g a n i z e d around t h e t e c h n i c a l a c t i v i t i e s r e q u i r e d t o 
m a i n t a i n t h e e l e c t r i c a l equipment and a n o t h e r o r g a n i z e d around t h e 
a c t i v i t i e s r e q u i r e d t o o p e r a t e t h e b o i l e r . And many h o u s e k e e p i n g d e p a r t ­
ments have a p r o d u c t i o n sys t em f o r e a c h n u r s i n g u n i t . Bu t w h e t h e r t h e r e 
i s one p r o d u c t i o n sys t em o r s e v e r a l p r o d u c t i o n s y s t e m s i n a d e p a r t m e n t , 
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t h e a c t i v i t i e s in t h e s e s y s t e m s p roduce t h e goods and s e r v i c e s o f t h e 
d e p a r t m e n t . 
Somewhat a s a p r o d u c t i o n sys t em i s a s u b s e t o f a d e p a r t m e n t , t h e 
hospital management system i s d e f i n e d t o be a s u b s e t o f t h e h o s p i t a l 
o r g a n i z a t i o n , r e s o u r c e s , and f a c i l i t i e s . The i n t e r r e l a t e d components o f 
t h i s s e t a r e e q u i p m e n t , s u p p l i e s , s p a c e , and o r g a n i z a t i o n a l p o s i t i o n s . 
I n t h i s s e t , t h e employees a s s i g n e d t o t h e o r g a n i z a t i o n a l p o s i t i o n s — t h e 
m a n a g e r s — u s e t h e i r s p a c e , s u p p l i e s , and equipment i n p e r f o r m i n g p h y s i c a l 
and m e n t a l a c t i v i t i e s a s s o c i a t e d w i t h managing t h e p r o d u c t i o n s y s t e m s . 
F o r e x a m p l e , many o f t h e s e managers p a r t i c i p a t e i n t h e deve lopment o f t h e 
g o a l s , p h i l o s o p h i e s , and p o l i c i e s o f t h e h o s p i t a l . And many o f t h e s e 
managers a r e depar tment heads who have been d e l e g a t e d some a u t h o r i t y 
o v e r , and a s s i g n e d some r e s p o n s i b i l i t y f o r , t h e r e s o u r c e s o f h o s p i t a l 
d e p a r t m e n t s . These depa r tmen t h e a d s — g u i d e d by t h e g o a l s , p h i l o s o p h i e s , 
and p o l i c i e s , and o p e r a t i n g w i t h i n t h e i r a u t h o r i t y and r e s p o n s i b i l i t y - -
pe r fo rm t h e a c t i v i t i e s o f such management f u n c t i o n s a s o r g a n i z i n g each 
p r o d u c t i o n s y s t e m and d e v e l o p i n g t h e p o l i c i e s and p r o c e d u r e s which d i r e c t 
t h e a c t i v i t i e s i n t h e s e p r o d u c t i o n s y s t e m s . 
To e x t e n d t h e s e d e f i n i t i o n s , t h e h o s p i t a l management sy s t em i n ­
c l u d e s a l l o r g a n i z a t i o n a l p o s i t i o n s , e q u i p m e n t , s p a c e , and s u p p l i e s n o t 
a s s i g n e d t o a h o s p i t a l p r o d u c t i o n s y s t e m . Thus , i n r e g a r d t o t h e s e r e ­
s o u r c e s and f a c i l i t i e s , t h e h o s p i t a l management s y s t e m and t h e h o s p i t a l 
p r o d u c t i o n s y s t e m s a r e m u t u a l l y e x c l u s i v e and a l l - i n c l u s i v e . 
The o r g a n i z a t i o n a l p o s i t i o n s and t h e h i e r a r c h i c a l s t r a t a i n t h e s e 
s y s t e m s can b e i l l u s t r a t e d th rough an e x t e n s i o n o f t h e t r a d i t i o n a l 
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o r g a n i z a t i o n c h a r t . To e x t e n d t h e l i n e o f a u t h o r i t y i n t o , and t o 
i l l u s t r a t e t h e h i e r a r c h y w i t h i n , t h e d e p a r t m e n t s , t h e p o r t i o n o f t h e 
o r g a n i z a t i o n c h a r t i n F i g u r e I V - 1 has been e x t e n d e d t o i d e n t i f y t h r e e 
s t r a t a w i t h i n e a c h depar tment w i t h t h e o r g a n i z a t i o n a l p o s i t i o n s o f 
depa r tmen t h e a d , s u p e r v i s o r , and p r a c t i t i o n e r . Al though each o r g a n i z a ­
t i o n a l p o s i t i o n be low t h e l e v e l o f t h e b o a r d o f d i r e c t o r s r e p r e s e n t s no 
more than one e m p l o y e e , g e n e r a l l y , t h e depar tmen t heads and t h e s u p e r ­
v i s o r s a l s o pe r fo rm i n t h e o r g a n i z a t i o n a l p o s i t i o n o f p r a c t i t i o n e r . " ' " 
The o n l y n o v e l te rm i n F i g u r e I V - 1 i s " p r a c t i t i o n e r , " t h e o r g a n i ­
z a t i o n a l p o s i t i o n s i n t h e s t r a t u m be low t h e h i e r a r c h i c a l l e v e l o f s u p e r ­
v i s o r . As used in t h i s i n v e s t i g a t i o n , t h e t e rm p r a c t i t i o n e r r e f e r s t o 
employees who pe r fo rm t h e p r o c e d u r e s which produce t h e goods and s e r v i c e s 
o f t h e p r o d u c t i o n s y s t e m s . I n c l u d e d among t h e p r a c t i t i o n e r s a r e p h y s i ­
c i a n s and t e c h n i c i a n s , n u r s e s and ward c l e r k s , maids and o r d e r l i e s , 
2 
s y s t e m s a n a l y s t s and t y p i s t s . 
The p r i m a r y f u n c t i o n s pe r fo rmed by t h e employees i n t h e o r g a n i ­
z a t i o n a l p o s i t i o n s a r e i d e n t i f i e d i n t h e e x a m i n a t i o n o f p o t e n t i a l a g e n t s 
o f c o o r d i n a t i o n on pp . 8 9 - 1 0 7 . 
2 . . . . 
Al though t h e t e rm practitioner i d e n t i f i e s a s t r a t u m o f h o s p i t a l 
employees w i t h d i v e r s e b a c k g r o u n d s , i t s use i s n o t i n t e n d e d t o imply any 
s o c i a l , e c o n o m i c , t e c h n i c a l , o r p r o f e s s i o n a l e q u a l i t y o r i n e q u a l i t y among 
t h e employees i n t h i s s t r a t u m . The te rm i s used m e r e l y a s a c o n v e n i e n c e 
t o s i m p l i f y t h e d i s c u s s i o n o f h o s p i t a l o r g a n i z a t i o n i n r e g a r d t o t h e 
d e f i n i t i o n o f h o s p i t a l p r o d u c t i o n s y s t e m s . Nor does t h e i d e n t i f i c a t i o n 
o f t h i s s t r a t u m e l i m i n a t e t h e p o s s i b i l i t y o f a d d i t i o n a l h i e r a r c h i c a l 
s t r a t a w i t h i n a d e p a r t m e n t . However, i t w i l l become e v i d e n t t h a t even 
i f t h e r e a r e a d d i t i o n a l s t r a t a w i t h i n a d e p a r t m e n t , t h e employees i n 
t h e s e s t r a t a a r e members o f a p r o d u c t i o n s y s t e m p a r t i c i p a t i n g i n t h e p r o ­
d u c t i o n o f goods and s e r v i c e s . T h e r e f o r e , t h e i d e n t i f i c a t i o n o f a d d i ­
t i o n a l s t r a t a w i t h i n a depar tmen t would make l i t t l e c o n t r i b u t i o n t o t h e 
d e s c r i p t i o n o f h o s p i t a l p r o d u c t i o n s y s t e m s , a t l e a s t i n t e rms o f t h e 
c o o r d i n a t i o n o f goods and s e r v i c e s among d e p a r t m e n t s . 
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The o r g a n i z a t i o n a l p o s i t i o n s on t h e e x t e n d e d c h a r t can b e p a r t i ­
t i o n e d i n t o t h e management s y s t e m and t h e p r o d u c t i o n s y s t e m s . The man­
agement s y s t e m , by d e f i n i t i o n , i n c l u d e s t h e p o s i t i o n s from t h e t o p 
a d m i n i s t r a t i v e p o s i t i o n down th rough t h e o r g a n i z a t i o n and i n c l u d i n g t h e 
depar tmen t head p o s i t i o n s . A p r o d u c t i o n s y s t e m , by d e f i n i t i o n , i n c l u d e s 
a s u b s e t o f t h e p o s i t i o n s i n a depar tmen t and n o t i n t h e management s y s ­
t em. P a r t i t i o n i n g t h e s e p o s i t i o n s , a s shown i n F i g u r e I V - 2 , c l e a r l y d i s ­
t i n g u i s h e s be tween t h o s e o r g a n i z a t i o n a l p o s i t i o n s i n which t h e employees 
p roduce goods and s e r v i c e s and t h o s e i n which employees manage p r o d u c ­
t i o n . 
The complex c h a r t i n F i g u r e I V - 2 can b e s i m p l i f i e d by e l i m i n a t i n g 
t h e r e c t a n g l e s r e p r e s e n t i n g o r g a n i z a t i o n a l p o s i t i o n s and t h e l i n e s c o n ­
n e c t i n g them, l e a v i n g o n l y r e c t a n g l e s i d e n t i f i e d as management s y s t e m , 
d e p a r t m e n t s , and p r o d u c t i o n s y s t e m s . Such a m o d i f i e d c h a r t , i n e f f e c t , 
a g g r e g a t e s t h e o r g a n i z a t i o n a l p o s i t i o n s i n t o t h r e e g r o u p s : 
1 . A d m i n i s t r a t i v e p o s i t i o n s which a r e i n t h e management 
s y s t e m b u t n o t i n a d e p a r t m e n t . 
2 . Depar tment head p o s i t i o n s which a r e i n t h e management 
s y s t e m and i n a d e p a r t m e n t . 
3 . P r a c t i t i o n e r p o s i t i o n s which a r e i n t h e d e p a r t m e n t s 
b u t n o t i n t h e management s y s t e m . 
In a d d i t i o n t o groups o f o r g a n i z a t i o n a l p o s i t i o n s , t h e m o d i f i e d h o s p i t a l 
o r g a n i z a t i o n c h a r t can r e p r e s e n t a l l t h e components o f t h e management 
and p r o d u c t i o n s y s t e m s , a s i l l u s t r a t e d w i th t h e i d e n t i f i c a t i o n o f t h e 
components o f a p r o d u c t i o n sy s t em on t h e m o d i f i e d c h a r t i n F i g u r e I V - 3 , 
Such a m o d i f i e d o r g a n i z a t i o n c h a r t which c l e a r l y d i s t i n g u i s h e s be tween 
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d e s c r i p t i o n s o f s e v e r a l c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and 
management i n t h i s c h a p t e r . 
F u r t h e r d e s c r i p t i o n o f h o s p i t a l p r o d u c t i o n s y s t e m s i s p r o v i d e d 
by t h e d e s c r i p t i o n o f t h e f o l l o w i n g a u x i l i a r y c h a r a c t e r i s t i c r e l a t e d t o 
o r g a n i z a t i o n : 
CkaAacXeAsUtic. la. Ho&pAMUL p/ioductLon Ay&£em cum organized astound 
complex and changing tz.oh.notogi.QA. 
Most h o s p i t a l p r o d u c t i o n s y s t e m s a r e o r g a n i z e d around t h e r e l a t e d 
a c t i v i t i e s o f a s e t o f p r o c e d u r e s . These p r o c e d u r e s a r e d e v e l o p e d f rom, 
o r a r e p r o v i d e d b y , a body o f knowledge o r a s e t o f g e n e r a l methods 
e v o l v i n g from t h e a p p l i c a t i o n o f s c i e n c e and o t h e r o r g a n i z e d knowledge 
t o t h e a c c o m p l i s h m e n t o f p r a c t i c a l t a s k s . 
In many p r o d u c t i o n s y s t e m s , c o m p l e x i t y i s i m p l i e d i n t h e amount 
o f e d u c a t i o n and t r a i n i n g r e q u i r e d f o r a p r a c t i t i o n e r t o a c h i e v e an 
a c c e p t a b l e l e v e l o f c o m p e t e n c y . S e v e r a l t e c h n o l o g i e s , such as t h o s e o f 
n u r s i n g , l a b o r a t o r y , and r a d i o l o g y , have been o r g a n i z e d i n t o p r o f e s s i o n a l 
e d u c a t i o n and t r a i n i n g programs and t e c h n i c a l e d u c a t i o n and t r a i n i n g 
p r o g r a m s , i m p l y i n g a h i g h d e g r e e o f c o m p l e x i t y . In o t h e r t e c h n o l o g i e s , 
as as t h o s e o f h o u s e k e e p i n g and l a u n d r y , p r a c t i t i o n e r s a r e g e n e r a l l y 
s u b j e c t e d t o s h o r t t r a i n i n g programs i n p r o c e d u r e s which have been 
r e d u c e d t o r o u t i n e s r e q u i r i n g l i t t l e p r o f e s s i o n a l o r t e c h n i c a l j u d g e m e n t . 
However, many o f t h e s e p r o c e d u r e s a r e b a s e d upon complex t e c h n o l o g y . In 
t h e l a u n d r y , f o r e x a m p l e , t h e r e l a t i o n s h i p s and i n t e r a c t i o n s among such 
f a c t o r s as t h e c l a s s o f m a t e r i a l s t o be washed , t h e t y p e s o f s t a i n s t o 
be removed, t h e o p e r a t i o n s i n t h e wash c y c l e i n c l u d i n g t h e l e n g t h o f e a c h 
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o p e r a t i o n and t h e t e m p e r a t u r e o f t h e w a t e r du r ing each o p e r a t i o n , and t h e 
a c t i o n s o f such c h e m i c a l s as s o a p s , b l e a c h e s , s o u r s , and s t a r c h e s a r e a 
p a r t o f a complex t e c h n o l o g y . T h u s , even though many p r o c e d u r e s may be 
r e d u c e d t o s i m p l e r o u t i n e s , t h e ma jo r p r o c e d u r e s o f h o s p i t a l p r o d u c t i o n 
s y s t e m s a r e b a s e d upon complex t e c h n o l o g y . 
And t h e s e complex t e c h n o l o g i e s a r e c h a n g i n g . Changes a r e b e i n g 
i n t r o d u c e d t h rough such a g e n t s a s advances i n t h e o r g a n i z e d knowledge 
u n d e r l y i n g t h e t e c h n o l o g i e s , t h e a p p l i c a t i o n o f m e c h a n i z a t i o n , and t h e 
i n t r o d u c t i o n o f new m a t e r i a l s . And t h e s e a g e n t s i n t e r a c t t o i n t r o d u c e 
a d d i t i o n a l c h a n g e s . Many changes i n t e c h n o l o g y which a r e s u b s e q u e n t l y 
i n t r o d u c e d i n t h e p r o c e d u r e s o f p r o d u c t i o n s y s t e m s a f f e c t t h e goods and 
s e r v i c e s o f t h e s y s t e m s . Some o f t h e changes improve t h e q u a l i t y o f 
c u r r e n t goods and s e r v i c e s . O t h e r changes l o w e r c o s t s and p e r m i t an 
i n c r e a s e i n t h e ou tpu t o f c u r r e n t goods and s e r v i c e s . Some changes 
modify c u r r e n t goods and s e r v i c e s , and s t i l l o t h e r changes i n t r o d u c e 
new goods and s e r v i c e s . Examples o f changes which have r e c e n t l y been 
i n t r o d u c e d i n t o h o s p i t a l p r o d u c t i o n s y s t e m s a r e e l e c t r o n i c computers 
f o r b o t h a c c o u n t i n g and c l i n i c a l p r o c e d u r e s , d i s p o s a b l e l i n e n s , c o n v e n i ­
e n c e f o o d s , and p r o c e d u r e s f o r open h e a r t s u r g e r y . As n a t i o n a l p o l i t i c a l 
a t t e n t i o n a l l o c a t e s more r e s o u r c e s t o h e a l t h c a r e s e r v i c e s , t h e r a t e a t 
which changes a r e i n t r o d u c e d i n t o t h e t e c h n o l o g i e s and i n t o h o s p i t a l 
p r o d u c t i o n s y s t e m s w i l l i n c r e a s e . 
A d d i t i o n a l d e s c r i p t i o n o f h o s p i t a l p r o d u c t i o n s y s t e m s and h o s p i t a l 
management s y s t e m s i s p r o v i d e d a s t h e s e s y s t e m s and t h e i r components a r e 
c i t e d i n t h e d e s c r i p t i o n s o f o t h e r c h a r a c t e r i s t i c s o f h o s p i t a l 
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o r g a n i z a t i o n and management i n t h i s c h a p t e r . F o r e x a m p l e , t h e d e s c r i p ­
t i o n s o f t h e c h a r a c t e r i s t i c s i d e n t i f i e d i n t h e d i s c u s s i o n o f t h e r e l a ­
t i o n s among h o s p i t a l d e p a r t m e n t s , i n t a k i n g p r o d u c t i o n s y s t e m s a s t h e 
s o u r c e o f d e p a r t m e n t a l goods and s e r v i c e s , augment and complement t h e 
d e s c r i p t i o n o f p r o d u c t i o n s y s t e m s which has been p r e s e n t e d i n t h i s s e c ­
t i o n . And t h e d e s c r i p t i o n s o f c h a r a c t e r i s t i c s r e l a t e d t o t h e p r i n c i p a l 
f u n c t i o n s o f t h e o r g a n i z a t i o n a l p o s i t i o n s c o n t r a s t a c t i v i t i e s i n t h e 
management sy s t em and t h o s e i n p r o d u c t i o n s y s t e m s . T h u s , f u r t h e r 
d e s c r i p t i o n o f t h e s e s y s t e m s d e f e r s t o o t h e r c h a r a c t e r i s t i c s o f h o s p i t a l 
o r g a n i z a t i o n and management. 
I n summary, h o s p i t a l s a r e o r g a n i z e d i n t o d e p a r t m e n t s ; howeve r , i n 
r e g a r d t o t h e c o o r d i n a t i o n o f goods and s e r v i c e s among d e p a r t m e n t s , t h e 
h o s p i t a l o r g a n i z a t i o n c o n s i s t s o f a management sys t em and a s e t o f p r o ­
d u c t i o n s y s t e m s . The management sy s t em i n t e r s e c t s d e p a r t m e n t s w i t h 
depa r tmen t heads b e i n g members o f b o t h a depa r tmen t and t h e management 
s y s t e m . The p r o d u c t i o n s y s t e m s a r e s u b s e t s o f d e p a r t m e n t s which a r e 
o r g a n i z e d around complex and c h a n g i n g t e c h n o l o g i e s . These p r o d u c t i o n 
s y s t e m s a r e t h e segments o f t h e o r g a n i z a t i o n i n which a l l t h e goods and 
s e r v i c e s o f h o s p i t a l s a r e p r o d u c e d . 
3 
R e l a t i o n s Among Depar tments 
Al though a l l t h e goods and s e r v i c e s o f h o s p i t a l s a r e c r e a t e d i n 
3 
Although t h e r e a r e r e l a t i o n s among p r o d u c t i o n s y s t e m s w i t h i n 
d e p a r t m e n t s , t h e o r g a n i z a t i o n o f p r o d u c t i o n s y s t e m s and t h e deve lopment 
o f p r o c e d u r e s which d i r e c t t h e a c t i v i t i e s w i t h i n t h e s e s y s t e m s a r e a 
r e s p o n s i b i l i t y o f t h e depa r tmen t h e a d . C o o r d i n a t i o n o f t h e r e l a t i o n s 
among p r o d u c t i o n s y s t e m s w i t h i n a depa r tmen t i s c o n s i d e r e d , i n t h i s 
i n v e s t i g a t i o n , t o be i n c l u d e d i n t h e p r o c e d u r e s which d i r e c t a n d , t h e r e ­
b y , c o o r d i n a t e t h e a c t i v i t i e s w i t h i n p r o d u c t i o n s y s t e m s . 
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t h e p r o d u c t i o n s y s t e m s o f t h e d e p a r t m e n t s , n o t a l l t h e s e goods and 
s e r v i c e s a r e p r o v i d e d d i r e c t l y t o p a t i e n t s ; many a r e t r a n s f e r r e d t o p r o ­
d u c t i o n s y s t e m s i n o t h e r d e p a r t m e n t s t o complement o r f a c i l i t a t e t h e 
p r o d u c t i o n o f o t h e r goods and s e r v i c e s . I n t h e example i l l u s t r a t e d i n 
F i g u r e I V - 4 , e n g i n e e r i n g m a i n t a i n s t h e equipment o f h o u s e k e e p i n g which 
p r o v i d e s c l e a n i n g s e r v i c e s t o t h e b u s i n e s s o f f i c e which p r e p a r e s p a y ­
c h e c k s f o r n u r s i n g s e r v i c e which a d m i n i s t e r s m e d i c a t i o n t o p a t i e n t s . 
T h i s t r a n s f e r o f goods and s e r v i c e s l e a d s t o t h e f o l l o w i n g c h a r a c t e r i s ­
t i c o f h o s p i t a l o r g a n i z a t i o n and management . 
CkaAact2XU>tlc. 1. Tke, prindlpat {onmaJL sieJMionA among ko&pAjjaZ 
de,pa)utme,nt6 asio. thu good* and AeAvtceA cAaatZ-d 
in ihd production i>yi>tmi> and tAanh^QAAdd 
among dz.paAtmz.nti>.4 
The t r a n s f e r o f goods and s e r v i c e s can be t r a c e d n o t o n l y t h rough 
a s e q u e n c e o f d e p a r t m e n t s , such a s e n g i n e e r i n g t o h o u s e k e e p i n g t o 
Ano the r s e t o f i m p o r t a n t r e l a t i o n s among d e p a r t m e n t s i n c l u d e s 
t h o s e r e l a t i o n s g e n e r a t e d among p e o p l e . F o r e x a m p l e , employees deve lop 
s o c i a l r e l a t i o n s t h a t t r a n s c e n d d e p a r t m e n t a l b o u n d a r i e s ; bu t t h e s e r e l a ­
t i o n s a r e p r i m a r i l y p e r s o n a l and i n f o r m a l . Employees a l s o add a human 
d imens ion t o t h e p r o d u c t i o n , d e l i v e r y , and r e c e i p t o f goods and s e r v i c e s 
and , t h e r e b y , c o n t r i b u t e t o r e l a t i o n s among d e p a r t m e n t s . F o r e x a m p l e , 
a s e r v i c e d e l i v e r e d by an employee w i t h a p o s i t i v e , e n t h u s i a s t i c a t t i ­
tude may produce a d i f f e r e n t e f f e c t t han would t h e same s e r v i c e d e l i v e r e d 
by an employee w i t h a r e s e r v e d , i n d i f f e r e n t a t t i t u d e . I n a d d i t i o n t o 
d i f f e r e n c e s i n a t t i t u d e , employees d i f f e r i n m o t i v a t i o n and a b i l i t y , and 
t h e s e d i f f e r e n c e s a f f e c t goods and s e r v i c e s . However, t h e r e a r e min ima l 
a c c e p t a b l e l e v e l s o f such human c h a r a c t e r i s t i c s a s a t t i t u d e and a b i l i t y 
which a r e e s s e n t i a l t o t he" e f f e c t i v e p r o d u c t i o n , d e l i v e r y , and r e c e i p t 
o f goods and s e r v i c e s ; and a m a j o r r e s p o n s i b i l i t y o f depa r tmen t heads i s 
t h e a c q u i s i t i o n o f employees who meet o r e x c e e d t h e s e minima. Even 
though r e l a t i o n s among employees s h o u l d be o f m a j o r and c o n t i n u i n g c o n ­
c e r n t o members o f t h e h o s p i t a l management s y s t e m , a p r i m a r y o b j e c t i v e 
o f e v e r y h o s p i t a l i s t h e p r o d u c t i o n o f goods and s e r v i c e s . I n a c h i e v i n g 
t h i s o b j e c t i v e , t h e goods and s e r v i c e s which a r e p roduced iTr-'aird t r a n s ­
f e r r e d among t h e p r o d u c t i o n s y s t e m s o f d e p a r t m e n t s can be c o n s i d e r e d t o 
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n u r s i n g s e r v i c e t o t h e p a t i e n t s , b u t a l s o th rough a ne twork o f i n t e r a c -
5 
t i o n s among d e p a r t m e n t s . T h u s , an a u x i l i a r y c h a r a c t e r i s t i c o f t h e 
r e l a t i o n s among h o s p i t a l depa r tmen t s i s : 
CkaAacteAAJitic la. The. tnan^^eA o{ goodb and heAvtceA ph.odu.ceA 
ZnteAactionA among kohpjjjal de.pasvtme.nti>. 
A s i m p l e i l l u s t r a t i o n o f t h e s e i n t e r a c t i o n s i s shown i n t h e modi ­
f i e d h o s p i t a l o r g a n i z a t i o n c h a r t i n F i g u r e I V - 5 i n which p u r c h a s i n g 
p r o v i d e s goods and s e r v i c e s t o h o u s e k e e p i n g , t h e b u s i n e s s o f f i c e , and 
t h e n u r s i n g s e r v i c e s . P u r c h a s i n g r e c e i v e s goods and s e r v i c e s p r o v i d e d 
by t h e b u s i n e s s o f f i c e and h o u s e k e e p i n g . S i m i l a r i n t e r a c t i o n s can be 
t r a c e d th rough t h e o t h e r depa r tmen t s i n F i g u r e I V - 5 . Al though t h i s t ype 
o f c h a r t v i v i d l y p o r t r a y s i n t e r a c t i o n s among a few d e p a r t m e n t s , i t t e n d s 
t o become a maze as a d d i t i o n a l d e p a r t m e n t s a r e i n c l u d e d . 
A more s u c c i n c t i l l u s t r a t i o n o f i n t e r a c t i o n among h o s p i t a l 
depa r tmen t s i s p o r t r a y e d i n t h e i n p u t - o u t p u t t r a n s a c t i o n s t a b l e s produced 
du r ing t h e s tudy o f c o o r d i n a t i o n . I n t h e s e t a b l e s , i n Appendices D - l 
t h rough D - 5 , t h e numbers i n t h e c e l l s a t t h e i n t e r s e c t i o n s o f t h e rows 
and columns th rough row 18 and column 18 r e p r e s e n t an e s t i m a t e o f t h e 
v a l u e o f t h e goods and s e r v i c e s p roduced i n t h e depa r tmen t named on t h e 
row and t r a n s f e r r e d t o t h e depa r tmen t named i n t h e column dur ing t h e 
t ime p e r i o d r e p r e s e n t e d by t h e t a b l e . F o r e x a m p l e , a s shown i n Appendix 
D - 5 , A d m i n i s t r a t i o n (row 1 ) p r o v i d e d goods and s e r v i c e s v a l u e d a t $ 1 , 5 3 6 
t o C e n t r a l S e r v i c e (column 3 ) . A d d i t i o n a l s o u r c e s and e v a l u a t i o n s o f 
5 
To s i m p l i f y t h e d i s c u s s i o n i n t h i s s e c t i o n , t h e t r a n s f e r o f 
goods and s e r v i c e s among p r o d u c t i o n s y s t e m s o f depa r tmen t s i s r e f e r r e d 
t o m e r e l y a s t h e t r a n s f e r o f goods and s e r v i c e s among d e p a r t m e n t s . 
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goods and s e r v i c e s t o C e n t r a l S e r v i c e were B u s i n e s s O f f i c e , $41*, House­
k e e p i n g , $ 2 , 4 3 6 ; Ma in t enance and E n g i n e e r i n g , $ 4 0 5 ; P e r s o n n e l , $ 3 4 7 ; 
Pharmacy , $ 2 3 ; and P u r c h a s i n g , $ 2 2 9 . As shown i n t h e same t a b l e , 
C e n t r a l S e r v i c e produced goods and s e r v i c e s f o r Emergency Room, Nurs ing 
S e r v i c e , O p e r a t i n g Room, and R e c o v e r y Room v a l u e d a t $ 1 0 0 , $ 4 , 2 6 8 , $ 3 0 , 
and $ 1 4 2 , r e s p e c t i v e l y . S i m i l a r t r a n s a c t i o n s can be t r a c e d th rough t h e 
r e m a i n i n g 1 2 3 c e l l s i n Appendix D-5 wi th e n t r i e s r e p r e s e n t i n g i n t e r a c ­
t i o n s among d e p a r t m e n t s . 
The c o m p l e x i t y o f i n t e r a c t i o n s among d e p a r t m e n t s i s compounded by 
changes i n s e v e r a l f a c t o r s e x t e r n a l t o t h e h o s p i t a l . A c o r o l l a r y c h a r a c ­
t e r i s t i c o f r e l a t i o n s among depa r tmen t s i s : 
Cka/iacXeJvUtic 2 B . Changes in demand hor patient services and 
changes -In the. technologies oh production 
&yt)temi> ge.nex.ate. surges oh change, through the. 
intricate. interactions among the. production 
AyAtem oh ho&pitaJL de.partme.nt6. 
A s u r g e o f change can b e i l l u s t r a t e d by t r a c i n g th rough a few 
d e p a r t m e n t s a h y p o t h e t i c a l s e t o f changes r e s u l t i n g from a s u s t a i n e d 
i n c r e a s e i n c e n s u s a t a n u r s i n g s t a t i o n . In t h e example diagrammed on 
t h e m o d i f i e d h o s p i t a l o r g a n i z a t i o n c h a r t i n F i g u r e I V - 6 , a r rows i d e n t i ­
f i e d by numbers r e p r e s e n t needs f o r a d d i t i o n a l goods and s e r v i c e s . These 
needs r e s u l t from p r i m a r y , s e c o n d a r y , and t e r t i a r y e f f e c t s o f t h e 
i n c r e a s e i n demand a t t h e n u r s i n g u n i t . The p r i m a r y e f f e c t s a r e i d e n t i ­
f i e d by numbers i n c i r c l e s , t h e s e c o n d a r y e f f e c t s by numbers i n t r i ­
a n g l e s , and t h e t e r t i a r y e f f e c t s by numbers i n s q u a r e s . 
As shown i n F i g u r e I V - 6 , r e s p o n s e t o t h e i n c r e a s e i n demand a t t h e 
n u r s i n g u n i t g e n e r a t e s needs f o r a d d i t i o n a l c l e a n i n g s e r v i c e s from 
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h o u s e k e e p i n g ( T ) , a d d i t i o n a l m e d i c a l and s u r g i c a l s u p p l i e s from p u r ­
c h a s i n g , and a d d i t i o n a l a c c o u n t i n g by t h e b u s i n e s s o f f i c e (jT) . 
In r e s p o n d i n g t o t h e s e n e e d s , h o u s e k e e p i n g , p u r c h a s i n g , and t h e 
b u s i n e s s o f f i c e g e n e r a t e needs f o r a d d i t i o n a l goods and s e r v i c e s . 
Housekeep ing g e n e r a t e s needs f o r a d d i t i o n a l a c c o u n t i n g by t h e b u s i n e s s 
o f f i c e \ 4 / and f o r a d d i t i o n a l c l e a n i n g s u p p l i e s from p u r c h a s i n g \ 5 / . 
P u r c h a s i n g g e n e r a t e s needs f o r a d d i t i o n a l a c c o u n t i n g by t h e b u s i n e s s 
o f f i c e \ 6 / . And t h e b u s i n e s s o f f i c e g e n e r a t e s needs f o r a d d i t i o n a l 
o f f i c e s u p p l i e s from p u r c h a s i n g \ 7 / and f o r a d d i t i o n a l c l e a n i n g 
s e r v i c e s from h o u s e k e e p i n g . 
The r e s p o n s e t o needs g e n e r a t e d by t h e s e c o n d a r y e f f e c t o f t h e 
demand a t t h e n u r s i n g u n i t g e n e r a t e s needs f o r a d d i t i o n a l goods and 
s e r v i c e s from s e v e r a l d e p a r t m e n t s . Housekeeping g e n e r a t e s needs f o r 
a d d i t i o n a l a c c o u n t i n g from t h e b u s i n e s s o f f i c e and f o r . a d d i t i o n a l 
c l e a n i n g s u p p l i e s from p u r c h a s i n g | 1 0 | . P u r c h a s i n g g e n e r a t e s needs f o r 
And t h e b u s i n e s s a d d i t i o n a l a c c o u n t i n g by t h e b u s i n e s s o f f i c e 1 1 
o f f i c e g e n e r a t e s needs f o r a d d i t i o n a l o f f i c e s u p p l i e s from p u r c h a s i n g 
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I f a p p r o p r i a t e d a t a were a v a i l a b l e , t h e f i n a l r e s u l t s o f t h e 
s u r g e o f p r i m a r y , s e c o n d a r y , and h i g h e r - o r d e r e f f e c t s o f changes c o u l d 
be e s t i m a t e d th rough t h e t e c h n i q u e s o f i n p u t - o u t p u t a n a l y s i s . F o r 
e x a m p l e , i f t h e d a t a i n Appendix D-5 were a c c u r a t e , i . e . , a l l t h e 
goods and s e r v i c e s t r a n s f e r r e d among depa r tmen t s were a c c o u n t e d f o r and 
S e v e r a l h y p o t h e t i c a l examples o f t h e a p p l i c a t i o n o f i n p u t - o u t p u t 
a n a l y s i s t o h o s p i t a l s a r e p r e s e n t e d i n N a s t a and S h a p i r o , op. oit. 
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t h e c h a r g e s f o r t h e goods and s e r v i c e s r e f l e c t e d t h e c o s t o f t h e i r p r o ­
d u c t i o n , t h e s e d a t a c o u l d b e m a n i p u l a t e d t o p r o v i d e measures o f t h e 
r e s u l t s o f a l l i n t e r a c t i o n s among a l l d e p a r t m e n t s . Such measu res would 
p r o v i d e an i n d i c a t i o n o f t h e e f f e c t s on each depar tment as changes i n 
t h e demand f o r p a t i e n t s e r v i c e s t r i g g e r a s u r g e t h a t f l ows t h rough t h e 
i n t e r a c t i o n s among d e p a r t m e n t s . 
S u r g e s i n t h e i n t e r a c t i o n s among d e p a r t m e n t s a r e i n t r o d u c e d n o t 
o n l y by changes i n t h e demand f o r p a t i e n t s e r v i c e s , b u t a l s o by changes 
i n t h e p r o d u c t i o n s y s t e m s . Tha t t h e t e c h n o l o g i e s a round which p r o d u c ­
t i o n s y s t e m s a r e o r g a n i z e d a r e e v o l u t i o n a l and c h a n g i n g has been e s t a b ­
l i s h e d i n t h e d e s c r i p t i o n o f Characteristic la. As many o f t h e changes 
i n t e c h n o l o g y a r e i n t r o d u c e d i n t o h o s p i t a l s , t h e y i n j e c t a s u r g e o f 
changes which f l ows th rough s e v e r a l d e p a r t m e n t s . 
The impac t o f changes i n t e c h n o l o g y on i n t e r a c t i o n among d e p a r t ­
ments can b e i l l u s t r a t e d by t h e i n t r o d u c t i o n o f d i s p o s a b l e n e e d l e s and 
s y r i n g e s . The a d o p t i o n o f d i s p o s a b l e n e e d l e s and s y r i n g e s d id n o t s i g ­
n i f i c a n t l y a l t e r m e d i c a l p r o c e d u r e s , b u t i t d i d a f f e c t t h e goods and 
s e r v i c e s o f s e v e r a l d e p a r t m e n t s , such a s p u r c h a s i n g , e n g i n e e r i n g , c e n t r a l 
s e r v i c e , and t h e b u s i n e s s o f f i c e . 
Adopt ing d i s p o s a b l e n e e d l e s and s y r i n g e s p roduced s e v e r a l p r i m a r y 
e f f e c t s on goods and s e r v i c e s among d e p a r t m e n t s . P u r c h a s i n g d e v e l o p e d 
s p e c i f i c a t i o n s f o r and added t h e s e i t e m s t o t h e s t o r e r o o m s t o c k . 
E n g i n e e r i n g e x p e r i e n c e d i n c r e a s e s i n r e q u e s t s t o d i s p o s e o f n e e d l e s and 
s y r i n g e s . C e n t r a l s e r v i c e e x p e r i e n c e d a r e d u c t i o n i n i t s s e r v i c e s ; no 
l o n g e r were i t s employees r e q u i r e d t o sha rpen n e e d l e s and wash , r i n s e , 
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s t e r i l i z e , and s t o r e n e e d l e s and s y r i n g e s . In many h o s p i t a l s , i t was 
p o s s i b l e f o r n u r s i n g u n i t s t o o r d e r t h e s e p r e - s t e r i l i z e d n e e d l e s and 
s y r i n g e s d i r e c t l y from t h e p u r c h a s i n g s t o r e r o o m ; t h e r e b y , f u r t h e r 
r e d u c i n g t h e need f o r s e r v i c e s from c e n t r a l s e r v i c e and c h a n g i n g t h e 
n e e d f o r s e r v i c e s from p u r c h a s i n g . 
Adopt ing d i s p o s a b l e n e e d l e s and s y r i n g e s a l s o p roduced some 
h i g h e r - o r d e r e f f e c t s . P u r c h a s i n g , by i n c r e a s i n g t h e number o f r e q u i s i ­
t i o n s , i n c r e a s e d t h e need f o r t h e s e r v i c e s o f t h e a c c o u n t s p a y a b l e s e c ­
t i o n o f t h e b u s i n e s s o f f i c e . The i n c r e a s e i n t h e need f o r t h e goods and 
s e r v i c e s o f p u r c h a s i n g and e n g i n e e r i n g a l o n g w i th t h e d e c r e a s e i n t h e 
need f o r t h e goods and s e r v i c e s o f c e n t r a l s e r v i c e had some e f f e c t upon 
t h e need f o r t h e goods and s e r v i c e s o f t h e p e r s o n n e l and p a y r o l l s e c t i o n 
o f t h e b u s i n e s s o f f i c e . 
Many o t h e r changes i n t e c h n o l o g y , when i n t r o d u c e d i n t o h o s p i t a l 
p r o d u c t i o n s y s t e m s , i n j e c t s i m i l a r s u r g e s o f changes i n goods and 
s e r v i c e s . 
C o n c l u s i o n 
The o r g a n i z a t i o n and o p e r a t i o n o f h o s p i t a l s e x h i b i t c o n d i t i o n s 
which a r e n e c e s s a r y f o r f o r m a l c o o r d i n a t i o n . There a r e i d e n t i f i a b l e 
o r g a n i z a t i o n a l e n t i t i e s . Formal r e l a t i o n s among t h e e n t i t i e s can b e 
i d e n t i f i e d . And t h e s e r e l a t i o n s a r e s u s c e p t i b l e t o m o d i f i c a t i o n . 
In a d d i t i o n , s u f f i c i e n t j u s t i f i c a t i o n f o r f o r m a l c o o r d i n a t i o n i s 
i m p l i e d i n t h e m a j o r g o a l o f h o s p i t a l s , t h e e f f i c i e n t p r o d u c t i o n o f t h o s e 
goods and s e r v i c e s which b e n e f i t p a t i e n t s . These goods and s e r v i c e s a r e 
c r e a t e d i n t h e p r o d u c t i o n s y s t e m s . Al though many o f t h e goods and 
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s e r v i c e s a r e d e l i v e r e d d i r e c t l y t o p a t i e n t s , many a r e t r a n s f e r r e d among 
d e p a r t m e n t s t o complement o r f a c i l i t a t e t h e p r o d u c t i o n o f o t h e r goods 
and s e r v i c e s . E f f e c t i v e c o o r d i n a t i o n o f t h e goods and s e r v i c e s among 
d e p a r t m e n t s and t o p a t i e n t s can c o n t r i b u t e t o t h e a c h i e v e m e n t o f t h e 
m a j o r g o a l o f h o s p i t a l s . 
Having i l l u s t r a t e d t h a t c o n d i t i o n s which a r e n e c e s s a r y f o r f o r m a l 
c o o r d i n a t i o n e x i s t i n h o s p i t a l s and t h a t t h e m a j o r g o a l o f h o s p i t a l s 
i m p l i e s s u f f i c i e n t j u s t i f i c a t i o n f o r f o r m a l c o o r d i n a t i o n , a n e x t l o g i c a l 
s t e p i s an e x a m i n a t i o n o f c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and 
management p e r t a i n i n g t o e x i s t i n g a g e n t s which c o o r d i n a t e goods and 
s e r v i c e s among d e p a r t m e n t s . 
Agents o f C o o r d i n a t i o n 
As goods and s e r v i c e s a r e t r a n s f e r r e d among t h e p r o d u c t i o n s y s t e m s 
o f h o s p i t a l depa r tmen t s and a s t h e s e goods and s e r v i c e s a r e f r e q u e n t l y 
s u b j e c t t o c h a n g e s , due t o changes i n b o t h demand and s u p p l y , t hen t h e r e 
must e x i s t an a g e n t , o r a g e n t s , which l i m i t t h e e x t e n t o f t h e changes 
and p r o v i d e some d e g r e e o f c o o r d i n a t i o n . The c h a r a c t e r i s t i c s o f h o s p i t a l 
o r g a n i z a t i o n and management i n t h i s s e c t i o n a r e o r g a n i z e d around t h r e e 
such p o t e n t i a l a g e n t s : a theme o f t e c h n o l o g y , t h e p r i n c i p a l f u n c t i o n s o f 
t h e o r g a n i z a t i o n a l p o s i t i o n s , and f i s c a l p r o c e d u r e s . 
T e c h n o l o g i c a l Theme 
I n o r g a n i z a t i o n s i n t h e m a n u f a c t u r i n g i n d u s t r y , f u n c t i o n s a r e 
t r a d i t i o n a l l y c l a s s i f i e d a s b e i n g e i t h e r l i n e o r s t a f f . Al though t h e 
d i s t i n c t i o n be tween t h e s e two c l a s s e s i s n o t w e l l drawn, g e n e r a l l y l i n e 
f u n c t i o n s a r e t h o s e d e a l i n g d i r e c t l y w i t h t h e accompl i shmen t o f t h e 
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o b j e c t i v e s o f t h e o r g a n i z a t i o n , and s t a f f f u n c t i o n s h e l p l i n e f u n c t i o n s 
e f f e c t i v e l y a c c o m p l i s h t h e o b j e c t i v e s . F u n c t i o n s o f b o t h c l a s s e s a r e 
a c c o m p l i s h e d t h rough d e p a r t m e n t s which a r e s u b d i v i s i o n s o f t h e o r g a n i ­
z a t i o n . T h u s , d e p a r t m e n t s i n m a n u f a c t u r i n g o r g a n i z a t i o n s can be c l a s s i ­
f i e d as l i n e depa r tmen t s o r s t a f f d e p a r t m e n t s . 
G e n e r a l l y , each s t a f f depar tmen t has one o r more p r o d u c t i o n s y s t e m 
o r g a n i z e d around a complex t e c h n o l o g y , and t h e depa r tmen t head i s an 
e x p e r t i n t h a t t e c h n o l o g y . Examples o f t h e t e c h n o l o g i e s a r e : p u b l i c 
r e l a t i o n s , r e s e a r c h and d e v e l o p m e n t , p e r s o n n e l , and p u r c h a s i n g . Al though 
t h e a u t h o r i t y and r e s p o n s i b i l i t y f o r t h e s e r v i c e s o f t h e s e d e p a r t m e n t s 
d i f f e r among o r g a n i z a t i o n s , t r a d i t i o n a l l y s t a f f d e p a r t m e n t s p r o v i d e 
s e r v i c e s t o a d m i n i s t r a t i v e p o s i t i o n s in t h e l i n e o f a u t h o r i t y and t o l i n e 
d e p a r t m e n t s . 
L i n e d e p a r t m e n t s , on t h e o t h e r hand , a r e t y p i c a l l y s egmen t s o f t h e 
dominan t , c e n t r a l t e c h n o l o g i c a l t h e m e , and , a l t h o u g h t h e depa r tmen t head 
may b e an e x p e r t i n t h e segment o f t h e t e c h n o l o g y i n h i s d e p a r t m e n t , 
g e n e r a l l y t h e heads o f l i n e d e p a r t m e n t s a r e c o n s i d e r e d t o be m a n a g e r s . 
In such a l i n e d e p a r t m e n t , t e c h n o l o g y i s used t o p r o c e s s m a t e r i a l s and 
p r o d u c t s moved th rough t h e d e p a r t m e n t . 
In many m a n u f a c t u r i n g o r g a n i z a t i o n s , a c o n s i d e r a b l e amount o f 
c o o r d i n a t i o n i s p r o v i d e d among l i n e d e p a r t m e n t s a s t h e p r o d u c t s and t h e 
m a t e r i a l s a r e moved th rough an e x t e n d e d s e q u e n c e o f d e p a r t m e n t s . T h u s , 
t h e p r o d u c t s and m a t e r i a l s become a p r i m a r y f o r m a l r e l a t i o n among t h e s e 
d e p a r t m e n t s . Al though s u b j e c t t o some minor v a r i a t i o n s , many o f t h e 
c h a r a c t e r i s t i c s o f t h e s e r e l a t i o n s , such a s s p e c i f i c a t i o n s , q u a l i t y , and 
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t i m e l i n e s s o f d e l i v e r y , can b e e s t a b l i s h e d th rough t h e t e c h n o l o g y i n t h e 
d e p a r t m e n t s . T h u s , among such l i n e d e p a r t m e n t s , t h e i d e n t i f i c a t i o n o f 
t h e r e l a t i o n s among t h e d e p a r t m e n t s and t h e a u t h o r i t y and r e s p o n s i b i l i t y 
f o r t h e r e l a t i o n s a r e e s t a b l i s h e d , i n m a j o r d e g r e e , by t h e t e c h n o l o g i c a l 
t h e m e . 
Al though t h e r e a r e i n t e r - r e l a t i o n s among s t a f f d e p a r t m e n t s , t h e r e 
i s n o t a f low o f m a t e r i a l s th rough an e x t e n d e d s e q u e n c e o f t h e s e d e p a r t ­
ments . O t h e r d i s t i n c t i o n s be tween l i n e and s t a f f d e p a r t m e n t s can be 
drawn. T y p i c a l l y , i n m a n u f a c t u r i n g o r g a n i z a t i o n s , t h e r e a r e r e l a t i v e l y 
few s t a f f d e p a r t m e n t s a s compared t o a l a r g e number o f l i n e d e p a r t m e n t s . 
And t h e p r e p o n d e r a n c e o f t h e e q u i p m e n t , s u p p l i e s , s p a c e and employees a r e 
i n t h e l i n e d e p a r t m e n t s . And, f i n a l l y , l i n e d e p a r t m e n t s app ly t e c h n o l o g y 
t o goods i n t h e d e p a r t m e n t s ; s t a f f d e p a r t m e n t s app ly t h e i r t e c h n o l o g y i n 
s e r v i c e s t o l i n e d e p a r t m e n t s . 
H o s p i t a l s a r e s i m i l a r t o m a n u f a c t u r i n g o r g a n i z a t i o n s i n t h a t t h e y 
have s t a f f d e p a r t m e n t s w i t h p r o d u c t i o n s y s t e m s o r g a n i z e d around d i f f e r e n t 
and complex t e c h n o l o g i e s and w i t h depar tmen t heads who a r e e x p e r t i n t h e 
t e c h n o l o g y o f t h e d e p a r t m e n t . Examples o f t h e s e d e p a r t m e n t s a r e r a d i ­
o l o g y , h o u s e k e e p i n g , d i e t a r y , and c e n t r a l s e r v i c e . 
H o s p i t a l s a r e d i f f e r e n t from m a n u f a c t u r i n g o r g a n i z a t i o n s i n t h a t 
t h e y do n o t have an e x t e n d e d s e q u e n c e o f l i n e d e p a r t m e n t s which a r e 
m e r e l y segments o f t h e same t e c h n o l o g y and th rough which p a t i e n t s a r e 
moved. I t may a p p e a r t h a t t h e n u r s i n g s e r v i c e d e p a r t m e n t s p r o v i d e a 
" l i n e " f u n c t i o n i n h o s p i t a l s . C e r t a i n l y most o f t h e r e s o u r c e s o f h o s ­
p i t a l s a r e consumed i n n u r s i n g s e r v i c e d e p a r t m e n t s and n u r s i n g 
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d e p a r t m e n t s a p p l y t e c h n o l o g y i n c a r i n g f o r p a t i e n t s who a r e a s s i g n e d t o 
t h e d e p a r t m e n t s . Bu t even though t h e s e d e p a r t m e n t s do s e r v e a s f o c a l 
p o i n t s f o r t h e d e l i v e r y o f t h e s e r v i c e s o f t h e h o s p i t a l , p a t i e n t s a r e 
n o t n o r m a l l y moved th rough an e x t e n d e d s e q u e n c e o f n u r s i n g s e r v i c e 
d e p a r t m e n t s . I n f a c t , a l t h o u g h goods and s e r v i c e s a r e t r a n s f e r r e d among 
h o s p i t a l d e p a r t m e n t s , n e i t h e r p a t i e n t n o r goods a r e p r o c e s s e d t h rough an 
e x t e n d e d s e q u e n c e o f d e p a r t m e n t s . 
# In t h e t e r m s o f c l a s s i c a l l i n e and s t a f f d e p a r t m e n t s , most 
h o s p i t a l d e p a r t m e n t s may b e c l a s s i f i e d as s t a f f d e p a r t m e n t s , and t h e 
c o o r d i n a t i o n p r o v i d e d by a c e n t r a l t e c h n o l o g y f o r an e x t e n d e d s e q u e n c e 
o f l i n e d e p a r t m e n t s i s n o t a v a i l a b l e . T h u s , t h e f i r s t c h a r a c t e r i s t i c 
o f h o s p i t a l o r g a n i z a t i o n and management i s a s f o l l o w s : 
CkaAacteniMtic 3. WobpiXaJU do not have, a dominant technological 
theme which. coordinates the filow ofi goods 
through an extended sequence ofi departments. 
O r g a n i z a t i o n a l P o s i t i o n s 
In many o r g a n i z a t i o n s , p e o p l e a r e a ma jo r a g e n t o f c o o r d i n a t i o n . 
In h o s p i t a l s , t h e a b s e n c e o f t h e c o o r d i n a t i o n p r o v i d e d by a c e n t r a l 
t e c h n o l o g i c a l t h e m e , h e i g h t e n s t h e i n f l u e n c e employees e x e r t o v e r 
c o o r d i n a t i o n . Even though such i n f l u e n c e depends t o some d e g r e e upon 
t h e c h a r a c t e r i s t i c s o f t h e employee a s s i g n e d t o a p o s i t i o n , e ach o r g a n i ­
z a t i o n a l p o s i t i o n has f u n c t i o n s which p e r t a i n t o c o o r d i n a t i o n and which 
can be i d e n t i f i e d i n d e p e n d e n t l y o f t h e c h a r a c t e r i s t i c s o f t h e i n c u m b e n t . 
And a l t h o u g h f u n c t i o n s may v a r y among p o s i t i o n s w i t h i n g r o u p s , d i s c u s s i o n 
o f t h e s e f u n c t i o n s can b e s i m p l i f i e d by a g g r e g a t i n g o r g a n i z a t i o n a l p o s i ­
t i o n s i n t o t h e f o l l o w i n g groups i d e n t i f i e d i n t h e d i s c u s s i o n o f Charac­
teristic 1. 
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1 . A d m i n i s t r a t i v e p o s i t i o n s . 
2 . Depar tment head p o s i t i o n s . 
3 . P r a c t i t i o n e r p o s i t i o n s . 
Al though t h e f u n c t i o n s t o b e d e s c r i b e d i n t h i s s e c t i o n a r e a s s o ­
c i a t e d w i th o r g a n i z a t i o n a l p o s i t i o n s , i n many i n s t a n c e s i t i s more n a t u ­
r a l t o r e f e r t o an employee who pe r fo rms t h e f u n c t i o n r a t h e r t han t h e 
p o s i t i o n from which t h e f u n c t i o n i s p e r f o r m e d . In o r d e r t o have t h i s 
n a t u r a l r e f e r e n t , employees i n p r a c t i t i o n e r p o s i t i o n s w i l l b e i d e n t i f i e d 
a s practitioners, employees i n depa r tmen t head p o s i t i o n s w i l l b e i d e n t i ­
f i e d as department heads, and employees i n a d m i n i s t r a t i v e p o s i t i o n s w i l l 
be i d e n t i f i e d as administrants, s i n c e t h e t e rm a d m i n i s t r a t o r h a s a 
unique c o n n o t a t i o n i n t r a d i t i o n a l h o s p i t a l o r g a n i z a t i o n . 
I t s h o u l d b e r e c o g n i z e d t h a t t h e s e t o f p r i m a r y f u n c t i o n s i n t h i s 
s e c t i o n i s n o t e x h a u s t i v e . The re a r e many o t h e r f u n c t i o n s o f m a j o r 
i m p o r t a n c e which a r e e s s e n t i a l t o t h e management o f h o s p i t a l s . F o r 
e x a m p l e , a l t h o u g h t h e c o o r d i n a t i o n o f goods and s e r v i c e s does have some 
i m p l i c a t i o n f o r m o r a l e , t h e r e a r e many o t h e r f u n c t i o n s a s s o c i a t e d w i t h 
m o r a l e and human r e l a t i o n s w i t h i n h o s p i t a l s . Bu t t h e f u n c t i o n s t o b e 
i d e n t i f i e d and d e s c r i b e d i n t h i s s e c t i o n do p e r t a i n t o t h e c o o r d i n a t i o n 
o f goods and s e r v i c e s . 
1 . A d m i n i s t r a t i v e P o s i t i o n s 
Characteristic 4. The, primary {{motions o{ koApitat administrative, 
positions tan be, grouped into two major clashesi 
observing the, environment outside, hospitals, and 
organizing and adapting components wiltkin hospitals. 
H o s p i t a l s a r e b u t one segment o f a s o c i e t y , and a p r i m a r y 
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r e s p o n s i b i l i t y o f a d m i n i s t r a n t s i s t o c o n t i n u a l l y o b s e r v e o t h e r s egmen t s 
o f s o c i e t y . The f u n c t i o n s a s s o c i a t e d w i t h such o b s e r v a t i o n s form one 
m a j o r c l a s s o f p r i m a r y f u n c t i o n s o f h o s p i t a l o r g a n i z a t i o n a l p o s i t i o n s . 
Having o b s e r v e d t h o s e segments and d e t e c t e d n e e d s and changes and t r e n d s , 
a d m i n i s t r a n t s have a c o r r e s p o n d i n g o b l i g a t i o n t o c a u s e t h e i n t e r n a l 
o r g a n i z a t i o n and o p e r a t i o n s o f h o s p i t a l s t o r e s p o n d i n such a way as t o 
adap t t o t h e needs and changes and t r e n d s . The group o f f u n c t i o n s a s s o ­
c i a t e d w i t h r e s p o n s e form a s e c o n d m a j o r c l a s s o f p r i m a r y f u n c t i o n s o f 
h o s p i t a l a d m i n i s t r a t i v e p o s i t i o n s . The f u n c t i o n s o f t h e s e two c l a s s e s 
and t h e r e l a t i o n o f t h e s e f u n c t i o n s t o t h e f o r m a l c o o r d i n a t i o n o f 
d e p a r t m e n t a l goods and s e r v i c e s w i l l b e examined i n t h e d i s c u s s i o n o f 
t h r e e a u x i l i a r y c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management. 
Ch.aAac1t2.sustic 4a, ObteAving cxteAnal AOUACZS o{ demand and 
cxteAnal AouAces o{ 6 apply cute. psUmaAy 
{unctions o{ administ/uvLLvc petition*. 
A d m i n i s t r a n t s o b s e r v e s o u r c e s which g e n e r a t e o r i n f l u e n c e t h e 
demand f o r goods and s e r v i c e s o f h o s p i t a l s and s o u r c e s s u p p l y i n g t h e 
r e s o u r c e s th rough which h o s p i t a l s meet demand, Such s o u r c e s a r e o b s e r v e d 
i n o r d e r t o d i s c e r n e x i s t i n g demand and supp ly and t o d e t e c t t r e n d s which 
have i m p l i c a t i o n f o r f u t u r e demand and s u p p l y . 
A m a j o r p o r t i o n o f t h e demand f o r t h e goods and s e r v i c e s o f 
h o s p i t a l s i s g e n e r a t e d o u t s i d e h o s p i t a l s . Among t h o s e s o u r c e s which 
g e n e r a t e o r i n f l u e n c e demand a r e such groups as i n s u r a n c e c o m p a n i e s , 
government a g e n c i e s , and t h e p e o p l e i n t h e a r e a served. , F o r e x a m p l e , 
i n s u r a n c e companies i n f l u e n c e demand th rough such a c t i o n s as t h e t y p e s 
and amounts o f c o v e r a g e p r o v i d e d and t h e methods o f p a y i n g h o s p i t a l s f o r 
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s e r v i c e s . Government a g e n c i e s i n f l u e n c e demand as o f f i c i a l b o d i e s which 
e x e r c i s e some c o n t r o l o v e r h o s p i t a l o r g a n i z a t i o n and o p e r a t i o n and as 
t h i r d p a r t y p a y e r s who p u r c h a s e h o s p i t a l goods and s e r v i c e s f o r c i t i z e n s . 
And t h e number o f p e o p l e i n a community and t h e i r s o c i a l and economic 
c o n d i t i o n s i g n i f i c a n t l y i n f l u e n c e demand. And t h e s e groups a r e c h a n g i n g . 
F o r e x a m p l e , many i n s u r a n c e companies now p r o v i d e o u t p a t i e n t c o v e r a g e as 
w e l l a s t h e t r a d i t i o n a l i n p a t i e n t c o v e r a g e . I n c r e a s i n g l y , government 
a g e n c i e s a r e becoming i n v o l v e d i n h e a l t h c a r e s e r v i c e s , i n c l u d i n g t h e 
goods and s e r v i c e s o f h o s p i t a l s . And i n most c o m m u n i t i e s , t h e number o f 
c i t i z e n s and t h e i r s o c i o - e c o n o m i c c o n d i t i o n s a r e c h a n g i n g . By o b s e r v i n g 
groups such a s t h e s e , a d m i n i s t r a n t s can d i s c e r n demand and changes i n 
demand o u t s i d e t h e h o s p i t a l . 
The demand g e n e r a t e d by such groups i s t o b e met w i th t h e goods 
and s e r v i c e s o f h o s p i t a l p r o d u c t i o n s y s t e m s . As d i s c u s s e d i n t h e 
d e s c r i p t i o n o f Characteristic la, h o s p i t a l p r o d u c t i o n s y s t e m s a r e o r g a n ­
i z e d around complex t e c h n o l o g i e s . Al though a d m i n i s t r a n t s a r e n o t n e c e s ­
s a r i l y p r a c t i t i o n e r s i n a l l t h e s e t e c h n o l o g i e s , t h e y s h o u l d b e f a m i l i a r 
wi th a l l a v a i l a b l e t e c h n o l o g i e s and t h e goods and s e r v i c e s o f e a c h t e c h ­
n o l o g y , i n o r d e r t o i d e n t i f y t h e r e s o u r c e s w i t h which t o meet t h e demand. 
Such f a m i l i a r i t y can b e d e v e l o p e d and s u s t a i n e d by o b s e r v i n g t h o s e groups 
which c o n t r i b u t e t o and i n f l u e n c e t h e t e c h n o l o g i e s . 
R e s e a r c h i n s t i t u t i o n s , e d u c a t i o n a l i n s t i t u t i o n s , and m a n u f a c t u r i n g 
companies a r e among t h o s e groups which g e n e r a t e o r i n f l u e n c e t h e t e c h ­
n o l o g i e s a v a i l a b l e f o r use by h o s p i t a l s . R e s e a r c h i n s t i t u t i o n s c o n ­
t r i b u t e t o t h e body o f knowledge u n d e r l y i n g t h e t e c h n o l o g i e s . 
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E d u c a t i o n a l i n s t i t u t i o n s p r e p a r e p e o p l e who p roduce goods and s e r v i c e s 
th rough t h e a p p l i c a t i o n o f t e c h n o l o g y . And m a n u f a c t u r i n g companies p r o ­
duce equipment and s u p p l i e s th rough which p r a c t i t i o n e r s p roduce t h e goods 
and s e r v i c e s o f t h e p r o d u c t i o n s y s t e m s . That such groups i n t r o d u c e 
changes i n t h e t e c h n o l o g i e s a n d , t h e r e b y , i n t h e goods and s e r v i c e s o f 
h o s p i t a l p r o d u c t i o n s y s t e m s was d i s c u s s e d b r i e f l y i n t h e d e s c r i p t i o n o f 
Characteristic la. 
Although t h e f u n c t i o n s o f o b s e r v i n g e x t e r n a l s o u r c e s o f supp ly 
and e x t e r n a l s o u r c e s o f demand have s i g n i f i c a n t i m p l i c a t i o n s f o r t h e 
goods and s e r v i c e s o f t h e h o s p i t a l and , t h e r e b y , t h e goods and s e r v i c e s 
o f h o s p i t a l d e p a r t m e n t s , t h e s e f u n c t i o n s do n o t n o r m a l l y i n c l u d e p r o c e ­
dures f o r f o r m a l l y c o o r d i n a t i n g goods and s e r v i c e s . 
The i n f o r m a t i o n g e n e r a t e d by o b s e r v i n g e x t e r n a l s o u r c e s o f demand 
and e x t e r n a l s o u r c e s o f supp ly i s used i n t h e p r i m a r y f u n c t i o n th rough 
which a d m i n i s t r a n t s c a u s e t h e i n t e r n a l o p e r a t i o n s and o r g a n i z a t i o n , o f 
h o s p i t a l s t o r e s p o n d s o as t o adap t t o t h e demand and chsinges i n demand. 
These p r i m a r y f u n c t i o n s a r e d i s c u s s e d i n t h e f o l l o w i n g a u x i l i a r y c h a r a c ­
t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management. 
Characteristic 4b. I d e n t i { y i n g goals, identifying departments, 
selecting department ke.adi>, resolving 
dASagre.eme.nti> between de.partme.nt heads, 
and allocating income among departments are 
primarily {unctions o{ administrative positions. 
The f u n c t i o n s i d e n t i f i e d i n t h i s c h a r a c t e r i s t i c a r e d i s c u s s e d i n 
s e q u e n c e . 
I d e n t i f y i n g G o a l s . Whether h o s p i t a l g o a l s a r e s t a t e d e x p l i c i t l y 
o r m e r e l y i m p l i e d i n t h e a c t i o n s and d e c i s i o n s o f a d m i n i s t r a n t s , t h e 
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i d e n t i f i c a t i o n o f t h a t segment o r p o r t i o n o f t h e t o t a l demand t o b e met 
by t h e h o s p i t a l and t h e i d e n t i f i c a t i o n o f t h e t e c h n o l o g i e s t o be used i n 
m e e t i n g t h e s e l e c t e d demand a r e i n c l u d e d i n t h e g o a l s . Al though t h e 
i d e n t i f i c a t i o n o f g o a l s has s i g n i f i c a n t i m p l i c a t i o n f o r t h e goods and 
s e r v i c e s t o b e c o o r d i n a t e d among d e p a r t m e n t s , t h i s f u n c t i o n does n o t 
t y p i c a l l y i n c l u d e p r o c e d u r e s f o r f o r m a l l y c o o r d i n a t i n g such goods and 
s e r v i c e s . 
I d e n t i f y i n g D e p a r t m e n t s . Al though b a s i c s e t s o f d e p a r t m e n t s have 
become g e n e r a l l y a c c e p t e d i n h o s p i t a l s by s i z e and by t y p e s o f s e r v i c e s , 
a d m i n i s t r a n t s have some l a t i t u d e i n o r g a n i z i n g t h e t e c h n o l o g i e s i d e n t i ­
f i e d i n t h e g o a l s i n t o d e p a r t m e n t s . T r a d i t i o n a l l y , t h e i d e n t i f i c a t i o n o f 
a depa r tmen t has c o n s i d e r a b l e i m p l i c a t i o n f o r goods and s e r v i c e s . F o r 
e x a m p l e , t h e i d e n t i f i c a t i o n o f a p r i n t i n g and d u p l i c a t i o n depa r tmen t 
i m p l i e s t h a t c e r t a i n goods and s e r v i c e s w i l l be a v a i l a b l e t o o t h e r 
d e p a r t m e n t s i n t h e h o s p i t a l . However, t h e o m i s s i o n o f a depar tmen t does 
n o t mean t h a t t h e goods and s e r v i c e s o f t h a t depa r tmen t w i l l n o t be 
a v a i l a b l e ; i t may mean t h a t t h e p r o d u c t i o n s y s t e m s o f t h a t t e c h n o l o g y 
a r e i n a n o t h e r d e p a r t m e n t . F o r e x a m p l e , t h e o m i s s i o n o f a p r i n t i n g and 
d u p l i c a t i n g depar tment does n o t mean t h a t t h e s e s e r v i c e s a r e n o t a v a i l ­
a b l e ; t h e t e c h n o l o g i e s a s s o c i a t e d w i t h p r i n t i n g and d u p l i c a t i o n may b e 
i n a n o t h e r d e p a r t m e n t , such as p u r c h a s i n g . 
Al though t h e i d e n t i f i c a t i o n o f h o s p i t a l d e p a r t m e n t s h a s c o n s i d e r ­
a b l e i m p l i c a t i o n f o r t h e goods and s e r v i c e s t o be c o o r d i n a t e d among t h e 
d e p a r t m e n t s , t h i s f u n c t i o n does n o t i n c l u d e f o r m a l i d e n t i f i c a t i o n o f t h e 
goods and s e r v i c e s t o b e p roduced by t h e d e p a r t m e n t . 
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S e l e c t i n g Depar tment Heads . The s e l e c t i o n o f a depa r tmen t head 
h a s c o n s i d e r a b l e i m p l i c a t i o n f o r t h e p r o d u c t i o n o f goods and s e r v i c e s . 
Each depa r tmen t head b r i n g s t o h i s j o b c e r t a i n p e r s o n a l and p r o f e s s i o n a l 
g o a l s , and many o f t h e s e g o a l s r e l a t e t o t h e o p e r a t i o n o f t h e p r o d u c t i o n 
s y s t e m s o f t h e d e p a r t m e n t s and t o t h e goods and s e r v i c e s o f t h e s e p r o ­
d u c t i o n s y s t e m s . Fo r e x a m p l e , one depa r tmen t head may b e w i l l i n g t o "do 
t h e b e s t he c a n " w i t h w h a t e v e r r e s o u r c e s a r e made a v a i l a b l e t o h i s 
d e p a r t m e n t . A n o t h e r depa r tmen t head may want t h e p r o d u c t i o n s y s t e m s i n 
h i s depa r tmen t t o r e f l e c t t h e l a t e s t deve lopment i n t h e t e c h n o l o g y . 
S t i l l a n o t h e r depa r tmen t head may want t o use t h e p r o d u c t i o n s y s t e m s n o t 
o n l y t o p roduce goods and s e r v i c e s , b u t a l s o t o advance t h e t e c h n o l o g y 
around which t h e p r o d u c t i o n s y s t e m s a r e o r g a n i z e d . In many h o s p i t a l s , 
such t e c h n i q u e s a s p e r s o n a l i n t e r v i e w s and d i a g n o s t i c t e s t i n g a r e used 
i n an a t t e m p t t o i d e n t i f y t h o s e p o t e n t i a l depa r tmen t heads whose g o a l s 
s y n c h r o n i z e w i t h t h e g o a l s o f t h e h o s p i t a l . Al though a p o t e n t i a l 
depa r tmen t head may b e w i l l i n g t o modify and s y n c h r o n i z e h i s g o a l s w i t h 
t h o s e o f t h e h o s p i t a l , s e l e c t i n g an i n d i v i d u a l as a depa r tmen t head 
c a r r i e s w i t h i t some o b l i g a t i o n t o make a v a i l a b l e t o t h e depa r tmen t 
t h o s e r e s o u r c e s n e c e s s a r y t o t h e p r o d u c t i o n o f t h e goods and s e r v i c e s as 
i m p l i e d i n t h e employment a g r e e m e n t . 
Al though t h e s e l e c t i o n o f a depa r tmen t head has c o n s i d e r a b l e 
i m p l i c a t i o n f o r t h e goods and s e r v i c e s t o b e c o o r d i n a t e d among t h e 
d e p a r t m e n t s , t h i s f u n c t i o n does n o t i n c l u d e f o r m a l i d e n t i f i c a t i o n o f t h e 
goods and s e r v i c e s t o be p roduced b y , o r made a v a i l a b l e t o , t h e d e p a r t ­
ment . 
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R e s o l v i n g D i s a g r e e m e n t s . As d i s c u s s e d i n t h e d e s c r i p t i o n o f 
Characteristic 23 t h e p r i n c i p a l f o r m a l r e l a t i o n s among h o s p i t a l d e p a r t ­
ments a r e goods and s e r v i c e s . Al though depa r tmen t heads may have d i f ­
f e r i n g o p i n i o n s on many s u b j e c t s , t h e e s s e n t i a l n a t u r e o f t h e t r a n s f e r 
o f goods and s e r v i c e s among d e p a r t m e n t s t o t h e a c h i e v e m e n t o f t h e g o a l s 
demand t h a t a g r e e m e n t s b e d e v e l o p e d be tween depa r tmen t heads i n r e g a r d 
t o t h e t r a n s f e r . In t h e e v e n t depar tmen t heads a r e u n a b l e t o a g r e e , 
a d m i n i s t r a n t s a d j u d i c a t e t h e d i s a g r e e m e n t and i d e n t i f y t h e goods o r 
s e r v i c e s t o be p roduced i n one depa r tmen t and t o be made a v a i l a b l e t o 
o t h e r d e p a r t m e n t s . T h i s a d j u d i c a t i o n p r o c e s s d e a l s b o t h w i t h non ­
r e c u r r i n g s e r v i c e s , such a s h a v i n g e n g i n e e r i n g and m a i n t e n a n c e c u t a 
doorway th rough a w a l l , and w i th c o n t i n u i n g s e r v i c e s , such as e s t a b l i s h ­
i n g a d e l i v e r y s e r v i c e i n c e n t r a l s e r v i c e . 
T h i s f u n c t i o n d e a l s d i r e c t l y w i t h c o o r d i n a t i o n . In t h i s p r o c e s s , 
t h e goods t o b e p roduced and t h e a u t h o r i t y and r e s p o n s i b i l i t i e s o f t h e 
p r o d u c i n g depa r tmen t and consumer depar tment a r e e x p l i c i t l y i d e n t i f i e d . 
However, t h i s f u n c t i o n n o r m a l l y o c c u r s o n l y when two depa r tmen t heads 
a r e u n a b l e t o a g r e e . 
A l l o c a t i n g I n c o m e . In o r d e r t h a t depa r tmen t heads can a c q u i r e 
t h e r e s o u r c e s t o b e used i n t h e p r o d u c t i o n s y s t e m s o f d e p a r t m e n t s , 
h o s p i t a l income i s a l l o c a t e d among t h e d e p a r t m e n t s , t y p i c a l l y th rough 
t h e use o f b u d g e t s . The magni tude o f b u d g e t s has some e f f e c t on t h e 
goods and s e r v i c e s p roduced by t h e depa r tmen t and , t h u s , on t h e c o o r d i ­
n a t i o n o f goods and s e r v i c e s among d e p a r t m e n t s . T h i s f u n c t i o n w i l l be 
examined i n d e t a i l i n a c h a r a c t e r i s t i c p e r t a i n i n g t o f i s c a l p r o c e d u r e s 
a s an a g e n t o f c o o r d i n a t i o n . 
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Characteristic 4c. The, primary function* of admlvustrative 
po&JJtlons draw upon the, pAoce.duA.es, practices, 
and principles of manageme,nt. 
A d m i n i s t r a n t s may b e t r a i n e d , s k i l l e d , and e x p e r i e n c e d i n one o r 
more o f t h e t e c h n o l o g i e s o f d e p a r t m e n t s . F o r e x a m p l e , a p h y s i c i a n may 
be an a d m i n i s t r a t o r , a r e g i s t e r e d n u r s e may be an a s s i s t a n t a d m i n i s t r a ­
t o r , and an a c c o u n t a n t may b e an a s s i s t a n t a d m i n i s t r a t o r . Al though t h e 
p r i m a r y f u n c t i o n s o f a d m i n i s t r a t i v e p o s i t i o n s r e q u i r e some knowledge 
abou t all t h e t e c h n o l o g i e s o f p r o d u c t i o n s y s t e m s , t h e y do n o t r e q u i r e 
t h a t an a d m i n i s t r a n t be a p r a c t i t i o n e r i n a t e c h n o l o g y . The f u n c t i o n s 
o f t h e a d m i n i s t r a t i v e p o s i t i o n s draw upon t h e p r o c e d u r e s , p r a c t i c e s , and 
p r i n c i p l e s o f management. 
The body o f knowledge u n d e r l y i n g t h e p r o c e d u r e s , p r a c t i c e s , and 
p r i n c i p l e s o f management i s b e i n g d e v e l o p e d a t a r a p i d p a c e , i n d e p e n d ­
e n t l y o f t h e deve lopment o f t h e b o d i e s o f knowledge i n t h e t e c h n o l o g i e s 
o f t h e p r o d u c t i o n s y s t e m s . The i n c r e a s i n g c o m p l e x i t y o f management 
f u n c t i o n s has a t t r a c t e d t h e a t t e n t i o n o f p r o f e s s i o n a l s from such d i s c i ­
p l i n e s a s management, e n g i n e e r i n g , m a t h e m a t i c s , and computer t e c h n o l o g y . 
In d i r e c t i n g t h e i r a t t e n t i o n t o t h e management f u n c t i o n s , p r o f e s s i o n a l s 
from t h e s e groups draw upon t h e body o f knowledge u n d e r l y i n g t h e i r d i s ­
c i p l i n e t o deve lop p r o c e d u r e s , p r a c t i c e s and p r i n c i p l e s th rough which 
t h e complex management f u n c t i o n s can be more e f f e c t i v e l y and e f f i c i e n t l y 
p e r f o r m e d . These p r o c e d u r e s , p r a c t i c e s , and p r i n c i p l e s c o n t r i b u t e t o t h e 
e f f e c t i v e a ccompl i shmen t o f t h e p r i m a r y f u n c t i o n s o f t h e a d m i n i s t r a t i v e 
p o s i t i o n s o f h o s p i t a l o r g a n i z a t i o n . T h u s , i t would be l o g i c a l t o e x p e c t 
t h a t p r o c e d u r e s f o r f o r m a l l y c o o r d i n a t i n g d e p a r t m e n t a l goods and s e r v i c e s 
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would come from t h e f i e l d o f management. 
However, most o f t h e p r o c e d u r e s , p r a c t i c e s , and p r i n c i p l e s o f 
management have e v o l v e d f rom, o r been d e v e l o p e d i n , e x t r a c t i v e and 
m a n u f a c t u r i n g i n d u s t r i e s . As d i s c u s s e d b r i e f l y i n Characteristic 3, i n 
t h e s e i n d u s t r i e s t h e f low o f p r o d u c t s and m a t e r i a l s t h rough t h e l i n e 
d e p a r t m e n t s p r o v i d e s some c o o r d i n a t i o n . And s i n c e t h e dominant i n t e r e s t 
o f management i n t h e s e o r g a n i z a t i o n s i s i n t h e l i n e d e p a r t m e n t s , a s 
opposed t o t h e s t a f f d e p a r t m e n t s , t h e p r o c e d u r e s , p r a c t i c e s , and p r i n c i ­
p l e s o f management t e n d t o d e a l w i t h a c t i v i t i e s w i t h i n d e p a r t m e n t s a n d , 
t h e r e b y , c o o r d i n a t e goods and s e r v i c e s among d e p a r t m e n t s . One n o t a b l e 
e x c e p t i o n i s i n t h e c o n s t r u c t i o n i n d u s t r y , a s d i s c u s s e d i n C h a p t e r I I . 
I n t h i s i n d u s t r y , p r o c e d u r e s have been d e v e l o p e d t o c o o r d i n a t e a c t i v i t i e s 
o f d i f f e r e n t segment s o r o r g a n i z a t i o n s w i t h o u t d e t a i l e d knowledge o f t h e 
p r o c e d u r e s w i t h i n t h e s e s e g m e n t s . Al though t h e s e p r o c e d u r e s a r e used 
i n h o s p i t a l s , t h e y a r e most a p p l i c a b l e t o o n e - t i m e p r o j e c t s , n o t t h e 
c o n t i n u o u s o p e r a t i o n s o f p r o d u c t i o n s y s t e m s . 
2 . Depar tment Head P o s i t i o n s 
Ckaracteristic 5. The primary {unction* o{ koApitat department 
head position* can be grouped into one minor 
eta**, observing {actor* outside ko*pitalU, and 
one major eta**, organizing and adapting pro­
duction 4y*tern* within ko*piXaJU . 
Somewhat as a d m i n i s t r a n t s c o n t i n u a l l y o b s e r v e segmen t s o f t h e 
env i ronment i n o r d e r t o d e t e c t changes and t r e n d s which a f f e c t h o s p i t a l s , 
h o s p i t a l depa r tmen t heads o b s e r v e f a c t o r s o u t s i d e h o s p i t a l s . And, some­
what a s a d m i n i s t r a n t s o r g a n i z e and adap t i n t e r n a l components t o t h e 
o b s e r v e d changes and t r e n d s , h o s p i t a l depa r tmen t heads o r g a n i z e and adap t 
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p r o d u c t i o n s y s t e m s w i t h i n depa r tmen t s t o t h e o b s e r v e d changes and t r e n d s . 
The f u n c t i o n s o f t h e s e two c l a s s e s and t h e r e l a t i o n o f t h e f u n c t i o n s t o 
f o r m a l c o o r d i n a t i o n w i l l be examined i n t h e d i s c u s s i o n o f t h r e e a u x i l i a r y 
c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management. 
Ckaracteris tic 5a. Observing external A ounces of supply is a 
primary function of hospital department heads. 
Whereas o b s e r v i n g t h e env i ronmen t o u t s i d e h o s p i t a l s i s a m a j o r 
c l a s s o f f u n c t i o n s f o r a d m i n i s t r a n t s , i t i s a minor c l a s s f o r depa r tmen t 
heads b e c a u s e i t does n o t i n c l u d e o b s e r v a t i o n s o f demand and b e c a u s e i t 
i n c l u d e s o b s e r v a t i o n s o f o n l y a few t e c h n o l o g i e s , i n which t h e depa r tmen t 
i s an e x p e r t . 
Al though t h e p r e p o n d e r a n c e o f t h e demand f o r h o s p i t a l goods and 
s e r v i c e s i s g e n e r a t e d o u t s i d e h o s p i t a l s , t h e demands f o r t h e goods and 
s e r v i c e s o f many d e p a r t m e n t s a r e g e n e r a t e d w i t h i n h o s p i t a l s , a s i l l u s ­
t r a t e d i n t h e d i s c u s s i o n o f Characteristic 2. Depar tment heads f o c u s 
t h e i r a t t e n t i o n on t e c h n o l o g i e s w i th which t o meet demand, on t h e i m p l i e d 
a s sumpt ion t h a t s u f f i c i e n t demand e x i s t s . (The demand f o r d e p a r t m e n t a l 
goods and s e r v i c e s w i l l be examined i n d e t a i l i n t h e d i s c u s s i o n o f 
Characteristic 7c.) 
Depar tment heads c o n t i n u a l l y o b s e r v e t h e many changes b e i n g 
i n t r o d u c e d i n t o t h e t e c h n o l o g i e s , a s d i s c u s s e d i n Characteristic la. 
I n f o r m a t i o n abou t changes and t r e n d s a r e u t i l i z e d by depa r tmen t heads 
i n t h e f u n c t i o n s d e s c r i b e d i n t h e f o l l o w i n g c h a r a c t e r i s t i c . 
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Characteristic 5b. Serving as a hta{{ advisor, assisting in the 
preparation o{ department/at budgets, acquiring 
authorized resource*, and developing [or 
selecting) and implementing policies and 
procedures, are primary {unctions o{ hospital 
department head position*. 
The f u n c t i o n s i d e n t i f i e d i n t h i s c h a r a c t e r i s t i c a r e d i s c u s s e d i n 
s e q u e n c e . 
S e r v i n g a s a S t a f f A d v i s o r . Depar tment h e a d s , a s e x p e r t s i n t h e 
t e c h n o l o g i e s o f t h e i r d e p a r t m e n t , s e r v e as s t a f f a d v i s o r s t o a d m i n i s ­
t r a n t s and t o o t h e r depa r tmen t h e a d s . The f u n c t i o n may be p u r e l y 
a d v i s o r y , o r a depa r tmen t head may have " f u n c t i o n a l " a u t h o r i t y o v e r some 
o f t h e p r o c e d u r e s i n o t h e r d e p a r t m e n t s . F o r e x a m p l e , t h e head o f a 
p u r c h a s i n g depar tmen t may a d v i s e a d m i n i s t r a n t s and depar tmen t heads a s 
t o a s u p p l i e r , w i t h o u t a u t h o r i t y t o implement h i s r e c o m m e n d a t i o n s . The 
head o f a c l i n i c a l l a b o r a t o r y migh t n o t o n l y r e p o r t and i n t e r p r e t t h e 
r e s u l t s o f c u l t u r e t e s t s t a k e n from h o u s e k e e p i n g e q u i p m e n t , b u t a l s o have 
some a u t h o r i t y i n d e v e l o p i n g t h e p r o c e d u r e s and s e l e c t i n g t h e s u p p l i e s 
used by t h e h o u s e k e e p i n g depa r tmen t i n o r d e r t o combat m i c r o o r g a n i s m s . 
As men t ioned i n t h e d e s c r i p t i o n o f Characteristic 4b, a d m i n i s ­
t r a n t s need i n f o r m a t i o n abou t t e c h n o l o g i e s i n o r d e r t o i d e n t i f y h o s p i t a l 
g o a l s and t o s e l e c t t h e t e c h n o l o g i e s w i th which t o meet g o a l s . As men­
t i o n e d i n t h e d e s c r i p t i o n o f Characteristic 1, t h e i n c r e a s i n g number o f 
t e c h n o l o g i e s , t h e i n c r e a s i n g c o m p l e x i t y o f t e c h n o l o g y , and t h e i n c r e a s i n g 
r a t e a t which changes a r e i n t r o d u c e d make i t d i f f i c u l t f o r a d m i n i s t r a n t s 
t o g a t h e r t h e r e q u i r e d i n f o r m a t i o n . The e x p e r t knowledge o f depa r tmen t 
heads i s a v a l u a b l e s o u r c e o f i n f o r m a t i o n abou t t e c h n o l o g y . 
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Al though t h e s t a f f a d v i s o r y f u n c t i o n has c o n s i d e r a b l e p o t e n t i a l 
impac t on c o o r d i n a t i o n , i t does n o t p r o v i d e p r o c e d u r e s f o r f o r m a l l y 
c o o r d i n a t i n g goods and s e r v i c e s . 
A s s i s t i n g i n t h e P r e p a r a t i o n o f D e p a r t m e n t a l B u d g e t s . Al though 
t h e f i n a l a u t h o r i t y f o r t h e a p p r o v a l o f d e p a r t m e n t a l b u d g e t s i s a p r i m a r y 
f u n c t i o n o f a d m i n i s t r a t i v e p o s i t i o n s , depar tmen t heads p r e p a r e budge t 
r e q u e s t s which a r e r e v i e w e d , e d i t e d , and approved . As b u d g e t s a r e f i s c a l 
p r o c e d u r e s , t h e y w i l l be d i s c u s s e d w i t h t h e c h a r a c t e r i s t i c s p e r t a i n i n g t o 
f i s c a l p r o c e d u r e as a g e n t s o f c o o r d i n a t i o n . 
A c q u i r i n g A u t h o r i z e d R e s o u r c e s . The a p p r o v a l o f a d e p a r t m e n t a l 
budge t i d e n t i f i e s t h e amount o f money t h a t can b e s p e n t i n t h e a c q u i s i ­
t i o n o f r e s o u r c e s , such a s p e o p l e , s u p p l i e s , s p a c e , and e q u i p m e n t . S i n c e 
t h e a c q u i s i t i o n o f such r e s o u r c e s i n v o l v e s t h e e x p e n d i t u r e o f f u n d s , t h i s 
f u n c t i o n w i l l b e examined i n t h e d e s c r i p t i o n o f t h e c h a r a c t e r i s t i c s p e r ­
t a i n i n g t o f i s c a l p r o c e d u r e s a s an a g e n t o f c o o r d i n a t i o n . 
D e v e l o p i n g and Implement ing P o l i c i e s and P r o c e d u r e s . The a c q u i s i ­
t i o n o f r e s o u r c e s i s a f i r s t s t e p i n t h e p r o d u c t i o n o f goods and s e r v i c e s . 
As d i s c u s s e d i n CharaQtevist-iQ 13 depa r tmen t heads deve lop and implement 
p r o c e d u r e s which d i r e c t t h e employees i n t h e o r g a n i z a t i o n a l p o s i t i o n s i n 
t h e use o f t h e s p a c e , equ ipmen t , and s u p p l i e s . 
Al though n o t a c h i e v i n g t h e monotonous r e p e t i t i o n found i n many 
m a n u f a c t u r i n g p r o c e s s e s , most o f t h e a c t i v i t i e s i n p r o d u c t i o n s y s t e m s 
a r e pe r fo rmed w i th s u f f i c i e n t f r e q u e n c y t o j u s t i f y f o r m a l , d e t a i l e d 
p r o c e d u r e s which i d e n t i f y a s e t o f a c t i v i t i e s and t h e s e q u e n c e i n which 
t h e a c t i v i t i e s a r e t o b e p e r f o r m e d . Many p r o c e d u r e s a r e e x p l i c i t l y 
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i d e n t i f i e d and e s t a b l i s h e d e i t h e r by t h e t e c h n o l o g i e s o f t h e p r o d u c t i o n 
s y s t e m o r by t h e a c q u i s i t i o n o f mechan ized p r o c e s s e s . F o r e x a m p l e , many 
o f t h e a c t i v i t i e s o f t h e p r o c e d u r e s o f o p e r a t i n g and m a i n t a i n i n g a b l o o d 
bank a r e e s t a b l i s h e d by t h e t e c h n o l o g y a s s o c i a t e d w i t h m a i n t a i n i n g b l o o d . 
And t h e s p e c i f i c p r o c e d u r e s f o r o p e r a t i n g such complex equipment a s an 
a u t o m a t i c a n a l y z e r as used i n l a b o r a t o r i e s may p e r m i t o n l y few v a r i a ­
t i o n s . In such c a s e , t h e s e l e c t i o n o f t h e t e c h n o l o g y o r t h e s e l e c t i o n 
o f t h e p r o c e s s p r o v i d e s t h e p r o c e d u r e s . B u t , more t y p i c a l l y , t e c h n o l o g y 
e s t a b l i s h e s some g e n e r a l p r o c e d u r e s and g u i d e l i n e s , and depa r tmen t heads 
a r e a l l o w e d some l a t i t u d e i n d e v e l o p i n g and imp lemen t ing p r o c e d u r e s . F o r 
e x a m p l e , t h e head o f a h o u s e k e e p i n g depar tment may have c o n s i d e r a b l e 
l a t i t u d e i n d e v e l o p i n g t h e a c t i v i t i e s and t h e s e q u e n c e o f a c t i v i t i e s i n 
t h e p r o c e d u r e s f o r c l e a n i n g p a t i e n t rooms . And, a l t h o u g h t h e r e may be 
some t e c h n i c a l c o n s t r a i n t s i n a d i s h - w a s h i n g p r o c e s s , d i e t i c i a n s a r e 
p e r m i t t e d some l a t i t u d e i n such f a c t o r s a s t h e l o c a t i o n o f t h e d i s h ­
wash ing p r o c e s s , t h e methods used i n t h e p r o c e s s , t h e equipment u s e d , 
t h e l o c a t i o n , t h e s c h e d u l i n g , and t h e a s s i g n m e n t o f p e o p l e . 
Al though t h e deve lopment o f p r o c e d u r e s i m p l i e s t h e i d e n t i f i c a t i o n 
o f goods and s e r v i c e s , such development does n o t p r o v i d e f o r f o r m a l 
i d e n t i f i c a t i o n and c o o r d i n a t i o n o f goods and s e r v i c e s . Even though p r o ­
c e d u r e s s p e c i f y such f a c t o r s o f c o o r d i n a t i o n a s q u a l i t y , t i m e l i n e s s , and 
c o n d i t i o n s under which goods and s e r v i c e s a r e p r o v i d e d , t h e s e f a c t o r s 
a r e deve loped th rough i n f o r m a l , p e r s o n a l r e l a t i o n s among depa r tmen t h e a d s . 
These p e r s o n a l r e l a t i o n s p r o v i d e a p r i m a r y c o o r d i n a t i n g f o r c e among 
h o s p i t a l d e p a r t m e n t s . 
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Thus , depa r tmen t heads r e q u i r e i n f o r m a t i o n abou t c o o r d i n a t i o n such 
a s t h e i d e n t i f i c a t i o n o f t h e s e r v i c e s and t h e c h a r a c t e r i s t i c s o f t h e 
s e r v i c e s t o b e produced by t h e depar tment and t o b e made a v a i l a b l e t o 
t h e depa r tmen t i n o r d e r t o deve lop e f f i c i e n t p r o c e d u r e s . Such i n f o r m a ­
t i o n i s n o t g e n e r a t e d th rough f o r m a l p r o c e d u r e s , i t i s s u p p l i e d th rough 
p e r s o n a l r e l a t i o n s . T h u s , i n g e n e r a t i n g i n f o r m a t i o n from which t o 
deve lop p r o c e d u r e s , depa r tmen t heads pe r fo rm a m a j o r a c t o f c o o r d i n a t i o n 
in h o s p i t a l s . 
Characteristic Sc. The primary {unction* o{ hospital department 
kead positions draw upon the procedures, 
practices, and principles o{ management and 
o{ the technology around which production 
Ay*tern* are organized. 
In c o n t r a s t t o t h e p r i m a r y f u n c t i o n s o f a d m i n i s t r a n t s , which draw 
p r i m a r i l y upon t h e p r o c e d u r e s , p r a c t i c e s , and p r i n c i p l e s o f management, 
t h e p r i m a r y f u n c t i o n s o f depa r tmen t heads draw from b o t h t h e f i e l d s o f 
management and o f t e c h n o l o g y . F o r e x a m p l e , even though t h e development 
o f p r o c e d u r e s r e q u i r e s knowledge abou t t h e t e c h n o l o g y , many o f t h e 
a c t i v i t i e s a r e l e f t t o t h e d i s c r e t i o n o f depa r tmen t h e a d s . In d e v e l o p ­
i n g t h e methods f o r t h e s e a c t i v i t i e s and t h e s e q u e n c e o f t h e a c t i v i t i e s 
i n t h e p r o c e d u r e , depa r tmen t heads can u t i l i z e t h e p r o c e d u r e s , p r a c t i c e s 
and p r i n c i p l e s from t h e f i e l d o f management. 
Of t h e s e two f i e l d s , t e c h n o l o g y d o m i n a t e s . Tha t depa r tmen t heads 
have e x t e n s i v e t r a i n i n g , e x p e r i e n c e , o r e d u c a t i o n i n t e c h n o l o g y i s 
t y p i c a l l y a p r e r e q u i s i t e f o r a s s i g n m e n t . T r a i n i n g , e x p e r i e n c e , and edu ­
c a t i o n i n t h e p r o c e d u r e s , p r a c t i c e s , and p r i n c i p l e s o f management i s 
d e s i r a b l e b u t n o t n e c e s s a r y . , 
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The dominance o f t e c h n o l o g y t e n d s t o i n h i b i t c o o r d i n a t i o n . F o r 
e x a m p l e , most depa r tmen t heads b e l o n g t o p r o f e s s i o n a l o r t e c h n i c a l 
s o c i e t i e s o r g a n i z e d by r e s e a r c h e r s , e d u c a t o r s , and p r a c t i t i o n e r s . Many 
o f t h e s e o r g a n i z a t i o n s a r e managed o r l e d by i n d i v i d u a l s who have 
a c h i e v e d an u n u s u a l l y h i g h a b i l i t y i n t h e t e c h n o l o g y , and t h e s e l e a d e r s 
e x e r t c o n s i d e r a b l e p r e s s u r e s t o upgrade t h e p r o f e s s i o n th rough t h e 
o r g a n i z a t i o n . These p r e s s u r e s l e a d t o t h e p u b l i c a t i o n and p r e s e n t a t i o n , 
a t r e g i o n a l and n a t i o n a l m e e t i n g s , o f p a p e r s d e a l i n g w i t h new, s o p h i s t i ­
c a t e d , and , f r e q u e n t l y , s p e c t a c u l a r s e r v i c e s which t h e members can p r o ­
duce w i t h i n t h e i r d e p a r t m e n t s . Depar tment heads may be m o t i v a t e d t o 
implement such s e r v i c e s i n t h e i r d e p a r t m e n t s i n o r d e r t o m a i n t a i n o r 
e s t a b l i s h p o s i t i o n s w i t h i n s o c i e t i e s . Depar tment heads may b e a b l e t o 
d e v e l o p t h e p r o c e d u r e s and implement t h e s e r v i c e w i t h o u t due r e g a r d t o 
t h e c o o r d i n a t i o n o f t h e s e r v i c e s among t h e d e p a r t m e n t s o f t h e h o s p i t a l . 
T h i s c h a r a c t e r i s t i c i n t e r a c t s w i t h Characteristic 6a and Charac­
teristic 7c t o be d i s c u s s e d l a t e r . 
Characteristic 6. Based on the technology o{ production Ay*terns, 
the singular {unction o{ hospital practitioner 
position* is the production o{ goods and 
6 ervices. 
As d i s c u s s e d i n Characteristic 4b, t h e p r i m a r y g o a l s o f h o s p i t a l s 
i n c l u d e goods and s e r v i c e s f o r p a t i e n t s . As d e s c r i b e d i n Characteristic 
1, t h e goods and s e r v i c e s t h rough which h o s p i t a l g o a l s a r e a c h i e v e d a r e 
p roduced i n p r o d u c t i o n s y s t e m s by p r a c t i t i o n e r s a s d i r e c t e d by p r o c e d u r e s . 
T h u s , p r a c t i t i o n e r s have a s i n g u l a r f u n c t i o n , t h e p r o d u c t i o n o f goods and 
s e r v i c e s . T h i s f u n c t i o n might be more d r a m a t i c a l l y i l l u s t r a t e d w i th a 
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n e g a t i v e s t a t e m e n t , t h e p r i m a r y f u n c t i o n o f p r a c t i t i o n e r s i s n o t " t o 
n o t p roduce s e r v i c e s . " To a p r a c t i t i o n e r , i t may a p p e a r t h a t t o n o t 
p roduce c e r t a i n s e r v i c e s would make h i s work more c o n v e n i e n t and 
p l e a s a n t and l o w e r t h e c o s t o f o p e r a t i n g t h e d e p a r t m e n t . Al though 
a d m i n i s t r a n t s and depa r tmen t heads would l i k e t o have t h e work c o n v e n i e n t 
and p l e a s a n t f o r a l l h o s p i t a l employees and t o have low d e p a r t m e n t a l 
o p e r a t i n g c o s t s , t h e s e a r e n o t p r i m a r y g o a l s o f h o s p i t a l s . And, w i t h t h e 
i n t r i c a t e i n t e r a c t i o n s d e s c r i b e d i n Characteristic 2b, a c h i e v i n g t h e s e 
g o a l s i n one depa r tmen t migh t i n c r e a s e o v e r a l l c o s t s and h i n d e r t h e 
a c h i e v e m e n t o f h o s p i t a l g o a l s . 
T h u s , i n t h e i r p r i m a r y f u n c t i o n , p r a c t i t i o n e r s a r e n o t a g e n t s f o r 
c o o r d i n a t i n g goods and s e r v i c e s among d e p a r t m e n t s . P r a c t i t i o n e r s do 
i n f l u e n c e t h e deve lopment o r s e l e c t i o n o f p r o c e d u r e s by making s u g g e s ­
t i o n s and recommenda t ions t o depar tmen t h e a d s . And, i f depar tmen t heads 
have n o t p r o p e r l y pe r fo rmed t h e i r p r i m a r y f u n c t i o n s , p r a c t i t i o n e r s 
d e v e l o p o r s e l e c t p r o c e d u r e s , t h e r e b y c o o r d i n a t i n g goods and s e r v i c e s , 
b u t t h e n p r a c t i t i o n e r s a r e p e r f o r m i n g a p r i m a r y f u n c t i o n o f depa r tmen t 
head p o s i t i o n s , n o t p r a c t i t i o n e r p o s i t i o n s . 
CkaAacteAistic 6a. Many hospital de.paAtme.nt head* aJUo peA^oAm 
in pAactitioneA position*. 
Many h o s p i t a l d e p a r t m e n t s , p a r t i c u l a r l y i n s m a l l h o s p i t a l s , have 
o n l y a few e m p l o y e e s , and depa r tmen t heads p roduce some o f t h e goods and 
s e r v i c e s o f t h e p r o d u c t i o n s y s t e m s . F o r e x a m p l e , a c h i e f p h a r m a c i s t may 
n o t o n l y pe r fo rm f u n c t i o n s a s t h e head o f t h e pharmacy , b u t a l s o s e r v e i n 
t h e p r o d u c t i o n s y s t e m as a p h a r m a c i s t , f i l l i n g t h e o r d e r f o r n a r c o t i c s 
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and p r o v i d i n g t h e s e r v i c e s o f t h e c l i n i c a l pharmacy program. And t h e 
head o f a p e r s o n n e l depar tmen t might a l s o conduc t d i a g n o s t i c employment 
i n t e r v i e w s , p e r s o n n e l t e s t s , and e x i t i n t e r v i e w s . 
And even i n l a r g e h o s p i t a l s , depa r tmen t heads may have d i f f i c u l t y 
in r e l i n q u i s h i n g t h e o p p o r t u n i t y t o p r a c t i c e . P a r t o f t h e d i f f i c u l t y 
may b e due t o a p r o f e s s i o n a l p r i d e , o r a r e l u c t a n c e t o d e l e g a t e work , o r 
a d e s i r e t o p r o v i d e s e r v i c e s t o meet demand. 
A depa r tmen t head w i t h more o f an i n c l i n a t i o n toward t e c h n o l o g y 
than toward management and w i th c o n s t r a i n t s on t h e r e s o u r c e s o f h i s 
depa r tmen t ( t o be d i s c u s s e d i n Characteristic 7c) may r e a c t t o any 
a p p a r e n t i n c r e a s e in demand by p r o d u c i n g goods and s e r v i c e s h i m s e l f . 
S i n c e t h e goods and s e r v i c e s o f p r o d u c t i o n s y s t e m s a r e n e c e s s a r y t o t h e 
g o a l s and t h e o b j e c t i v e s o f h o s p i t a l s , t h e i r o m i s s i o n , and f r e q u e n t l y , 
even t h e i r pos tponement can have a d v e r s e e f f e c t s on t h e a c h i e v e m e n t s o f 
t h o s e g o a l s . However, t h e f u n c t i o n s r e l a t e d t o depar tmen t head p o s i t i o n s 
may b e p o s t p o n e d , somet imes i n d e f i n i t e l y , f r e q u e n t l y w i th l i t t l e a p p a r e n t 
n e g a t i v e r e s u l t s , a t l e a s t i n t h e s h o r t r u n . T h i s d i f f e r e n c e be tween t h e 
f u n c t i o n s o f depa r tmen t heads and p r a c t i t i o n e r s i s s t r i k i n g . I t i s one 
t h i n g t o d e l a y o r p o s t p o n e t h e s tudy o f t h e c o o r d i n a t i o n o f goods and 
s e r v i c e s ; i t i s q u i t e a n o t h e r t h i n g t o p o s t p o n e m e d i c a t i o n r o u n d s . I t 
i s one t h i n g t o pos tpone t h e deve lopment o f f o r m a l , d e t a i l e d p r o c e d u r e s ; 
i t i s q u i t e a n o t h e r t h i n g t o p o s t p o n e wash ing s h e e t s . 
E x t e n d e d n e g l e c t o f t h e p r imary f u n c t i o n s o f depa r tmen t hea,ds can 
c o n t r i b u t e t o a d e c r e a s e i n e f f i c i e n c y , howeve r , and i f a depa r tmen t head 
r e s p o n d s t o a d e c r e a s e i n e f f i c i e n c y by p r o d u c i n g more o f t h e goods and 
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s e r v i c e s h i m s e l f , i t may be i n c r e a s i n g l y d i f f i c u l t f o r him t o pe r fo rm 
t h e p r imary f u n c t i o n s o f depa r tmen t heads and e l i m i n a t e t h e c a u s e s o f 
i n e f f i c i e n c y . And, a l t h o u g h a depar tmen t head may c o o r d i n a t e t h e goods 
and s e r v i c e s he p r o d u c e s , w h i l e he i s p r o d u c i n g them, he i s n o t c o o r d i ­
n a t i n g t h e o t h e r goods and s e r v i c e s p roduced i n h i s d e p a r t m e n t . 
In summary, t h e p r i m a r y f u n c t i o n s o f o r g a n i z a t i o n a l p o s i t i o n s a r e 
p r e s e n t e d i n F i g u r e I V - 7 . In c o n c l u s i o n , t h e f u n c t i o n which d e a l s most 
f o r m a l l y w i t h c o o r d i n a t i o n i s t h a t o f a d m i n i s t r a n t s i n t h e r e s o l u t i o n o f 
d i s a g r e e m e n t s among depar tmen t h e a d s . The p o s i t i o n which d e a l s most 
e f f e c t i v e l y w i t h c o o r d i n a t i o n i s t h a t o f depa r tmen t heads a s t h e y deve lop 
p e r s o n a l r e l a t i o n s i n o r d e r t o g e n e r a t e i n f o r m a t i o n w i th which t o d e s i g n 
p r o c e d u r e s . 
F i s c a l P r o c e d u r e s 
Al though p r i m a r i l y c o n c e r n e d w i t h goods and s e r v i c e s f o r p a t i e n t s , 
h o s p i t a l s a r e e conomic e n t i t i e s , t h a t i s , h o s p i t a l s a c q u i r e funds w i t h 
which t o a c q u i r e r e s o u r c e s w i t h which t o p roduce goods and s e r v i c e s . 
The m a j o r s o u r c e o f h o s p i t a l funds i s t h e income from t h e c h a r g e s f o r 
goods and s e r v i c e s t o p a t i e n t s . H o s p i t a l f i s c a l p r o c e d u r e s a r e a v a l u ­
a b l e s o u r c e o f i n f o r m a t i o n t o a d m i n i s t r a n t s who i d e n t i f y c h a r g e s f o r each 
o f t h e goods and s e r v i c e s , e s t i m a t e t h e volume o f demand f o r each o f t h e 
goods and s e r v i c e s f o r a s p e c i f i c t i m e p e r i o d , and , w i t h t h e s e d a t a , 
e s t i m a t e t h e t o t a l income t o t h e h o s p i t a l du r ing t h e t i m e p e r i o d . Hos­
p i t a l f i s c a l p r o c e d u r e s a l s o p r o v i d e a v a l u a b l e s o u r c e o f i n f o r m a t i o n t o 
a d m i n i s t r a n t s who d e v e l o p b u d g e t s which a l l o c a t e h o s p i t a l income among 
t h e d e p a r t m e n t s . And h o s p i t a l f i s c a l p r o c e d u r e s a c c o u n t f o r t h e b u s i n e s s 
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t r a n s a c t i o n s a s s o c i a t e d w i t h r e c e i v i n g money and spend ing money. 
The i n f l u e n c e o f f i s c a l p r o c e d u r e s on t h e c o o r d i n a t i o n o f goods 
and s e r v i c e s i s d e s c r i b e d i n t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n 
and management. 
Characteristic 7. The primary {unctions o{ hospital {AScat 
procedures include identi{ying charges {or 
goods and services, accounting {or income, 
establishing departmental budgets, and 
accounting {or ^pending. 
H o s p i t a l c h a r g e f o r t h e goods and s e r v i c e s o f o n l y a few d e p a r t ­
ments , t h e " r evenue p r o d u c i n g d e p a r t m e n t s . " Among t h e s e d e p a r t m e n t s 
a r e n u r s i n g d e p a r t m e n t , o p e r a t i n g room, a n e s t h e s i a , r a d i o l o g y , and 
l a b o r a t o r y . "Nonrevenue p r o d u c i n g d e p a r t m e n t s " i n c l u d e such d e p a r t m e n t s 
a s d i e t a r y , h o u s e k e e p i n g , b u s i n e s s o f f i c e , p e r s o n n e l , and e n g i n e e r i n g and 
m a i n t e n a n c e . T h u s , i f c h a r g e s f o r goods and s e r v i c e s a r e t o r e f l e c t t h e 
" f u l l c o s t " o f p r o v i d i n g t h e s e r v i c e s , t hen t h e c o s t o f t h e goods and 
s e r v i c e s o f t h e nonrevenue p r o d u c i n g d e p a r t m e n t s must b e a s s i g n e d t o t h e 
r evenue p r o d u c i n g d e p a r t m e n t s and i n c o r p o r a t e d i n t o t h e c h a r g e s f o r 
s e r v i c e s o f t h e s e d e p a r t m e n t s . T h u s , one i m p o r t a n t a s p e c t o f i d e n t i f y ­
i n g c h a r g e s f o r s e r v i c e s r e n d e r e d t o p a t i e n t s i s c o s t f i n d i n g . I n 
a d d i t i o n , c o s t f i n d i n g d i r e c t l y i d e n t i f i e s t h e c h a r g e s f o r t h e m a j o r 
c o s t r e imbursemen t p r o g r a m s , such a s M e d i c a r e . 
In c o s t f i n d i n g , t h e d i r e c t c o s t s f o r l a b o r and s u p p l i e s a r e 
a c c u m u l a t e d f o r each d e p a r t m e n t , and t h e o v e r h e a d c o s t s , i n c l u d i n g 
d e p r e c i a t i o n f o r s p a c e and e q u i p m e n t , a r e d i s t r i b u t e d among a l l d e p a r t ­
m e n t s . These c o s t s f o r nonrevenue p r o d u c i n g d e p a r t m e n t s a r e t o be 
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d i s t r i b u t e d t o r e v e n u e p r o d u c i n g d e p a r t m e n t s . The dominant s e r v i c e s a r e 
t h e g e n e r a l l y a c c e p t e d b a s i s f o r d i s t r i b u t i o n i d e n t i f i e d by t h e a u t h o r s 
o f t h e b o o k l e t Cost Finding and Rate Setting for Hospitals. Fo r e x a m p l e , 
i f l a u n d r y has p r o v i d e d 10 p e r c e n t o f i t s c l e a n l i n e n s t o a d e p a r t m e n t , 
t h a t depa r tmen t s h o u l d i n c u r 10 p e r c e n t o f t h e c o s t s o f o p e r a t i n g 
l a u n d r y . And, i f 25 p e r c e n t o f t h e p r i c e d r e q u i s i t i o n s o f pharmacy a r e 
s e n t t o one d e p a r t m e n t , t h a t depa r tmen t s h o u l d be a l l o c a t e d 25 p e r c e n t 
o f t h e c o s t s o f o p e r a t i n g pharmacy . 
The f i r s t a u x i l i a r y c h a r a c t e r i s t i c o f h o s p i t a l o r g a n i z a t i o n and 
management r e l a t e d t o f i s c a l p r o c e d u r e s p e r t a i n s t o t h e i d e n t i f i c a t i o n 
o f t h e c h a r g e s f o r goods and s e r v i c e s . 
CkoAocleAlstic 7a. In ide.nli{ying changes {on goods and 6eAvicesf 
the. ma jo A 6 ounce, o{ income, in mo6l ko6pilalsy 
koApitaZ {is col ptioce.duA.es ide.ntl{y the. {uiZ co6t 
o{ e.ach de.paAjyne.nl and the. coordination among 
de.paAlme.nl6. 
The t h r e e methods o f c o s t f i n d i n g i n h o s p i t a l s , known a s Method 
Number 1 , Method Number 2 , and Method Number 3 , w i l l b e r e v i e w e d 
7 
b r i e f l y . 
In Method Number 1 , t h e c o s t s o f t h e nonrevenue p r o d u c i n g d e p a r t ­
ments a r e a l l o c a t e d d i r e c t l y t o t h e r evenue p r o d u c i n g d e p a r t m e n t s . T h i s 
method i s n o t recommended b e c a u s e i t does n o t deve lop t h e f u l l c o s t o f 
8 
o p e r a t i n g t h e nonrevenue p r o d u c i n g d e p a r t m e n t . In t h i s method , t h e 
7 
F o r more i n f o r m a t i o n on t h e s e t h r e e me thods , s e e Cost Fvndvng 
and Rate Setting for Hospitals, American H o s p i t a l A s s o c i a t i o n , C h i c a g o , 
1 9 6 8 , pp . 2 1 - 6 7 . 
Ibid., p . 6 7 . 
Ill 
c o s t s o f t h e nonrevenue p r o d u c i n g depa r tmen t s i n c l u d e d e p r e c i a t i o n f o r 
equipment and s p a c e , b u t n o t t h e c o s t s o f t h e goods and s e r v i c e s t r a n s ­
f e r r e d t o t h e s e d e p a r t m e n t s . 
Method Number 2 , a l s o c a l l e d t h e s tep-down method , a c c o u n t s f o r 
some o f t h e i n t e r a c t i o n among d e p a r t m e n t s and a l l o f t h e c o s t s f o r 
d e p r e c i a t i o n . In t h i s method , t h e nonrevenue p r o d u c i n g d e p a r t m e n t s a r e 
t a k e n i n s e q u e n c e , b e g i n n i n g w i th t h a t depar tment which p r o v i d e s s e r v i c e s 
t o t h e l a r g e s t number o f o t h e r nonrevenue p r o d u c i n g d e p a r t m e n t s . The 
c o s t s o f t h e f i r s t depar tment in t h i s s e q u e n c e a r e d i s t r i b u t e d among a l l 
d e p a r t m e n t s i n r e l a t i o n t o t h e s e r v i c e s p r o v i d e d . The c o s t s o f t h e 
s e c o n d depar tment i n t h e s e q u e n c e a r e i n c r e a s e d by i t s s h a r e o f t h e c o s t s 
o f t h e f i r s t d e p a r t m e n t , and t h e s e c o s t s a r e d i s t r i b u t e d among t h e 
r e m a i n i n g nonrevenue p r o d u c i n g depa r tmen t s and a l l t h e r evenue p r o d u c i n g 
d e p a r t m e n t s i n r e l a t i o n t o t h e s e r v i c e s p r o v i d e d . T h u s , e ach nonrevenue 
p r o d u c i n g depar tment i s t a k e n i n s e q u e n c e . I t s c o s t s a r e i n c r e a s e d by 
i t s p o r t i o n o f t h e c o s t s o f t h e nonrevenue p r o d u c i n g d e p a r t m e n t s whose 
c o s t s have been d i s t r i b u t e d , and t h e s e c o s t s a r e d i s t r i b u t e d among t h e 
r e m a i n i n g nonrevenue p r o d u c i n g d e p a r t m e n t s and a l l t h e r e v e n u e p r o d u c i n g 
d e p a r t m e n t s . The a u t h o r s o f t h e b o o k l e t on c o s t f i n d i n g and r a t e s e t t i n g 
by t h e American H o s p i t a l A s s o c i a t i o n i d e n t i f y t h i s method as b e i n g 
a c c e p t a b l e ; however , t h e y c a u t i o n t h a t i t does n o t p r o v i d e f o r t h e 
d e t e r m i n a t i o n o f t h e f u l l c o s t s o f t h e nonrevenue p r o d u c i n g d e p a r t m e n t s , 
g 
t h a t i s , does n o t a c c o u n t f o r a l l t h e c o o r d i n a t i o n among t h e d e p a r t m e n t s . 
Method Number 3 , a l s o known a s t h e d o u b l e - d i s t r i b u t i o n method , 
^Ibid.j p. 67. 
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a c c o u n t s f o r more o f t h e c o o r d i n a t i o n among d e p a r t m e n t s . In t h i s method , 
t h e c o s t s o f t h e nonrevenue p r o d u c i n g d e p a r t m e n t s a r e d i s t r i b u t e d among 
a l l o t h e r d e p a r t m e n t s i n r e l a t i o n t o t h e s e r v i c e s r e n d e r e d . Then , f o r 
each o f t h e nonrevenue p r o d u c i n g d e p a r t m e n t s , t h e added c o s t s which have 
been a s s i g n e d t o t h e depar tmen t a r e d i s t r i b u t e d e i t h e r by one o f t h e 
methods d i s c u s s e d above o r by r e p e a t i n g Method Number 3 . I f Method 
Number 3 i s s e l e c t e d f o r t h e s e c o n d round o f d i s t r i b u t i o n , t h e n t h e 
a d d i t i o n a l c o s t s t o e a c h o f t h e nonrevenue p r o d u c i n g d e p a r t m e n t s a r e 
d i s t r i b u t e d . E v e n t u a l l y Method Number 1 o r 2 i s used t o t e r m i n a t e t h e 
p r o c e s s . Method Number 3 i s t h e most h i g h l y recommended method b e c a u s e 
even though Method Number 2 p r o d u c e s t h e same b a s i c end r e s u l t , Method 
Number 3 "has t h e d i s t i n c t a d v a n t a g e o f p r o d u c i n g t h e f u l l c o s t s o f 
o p e r a t i n g t h e nonrevenue p r o d u c i n g d e p a r t m e n t s , a s w e l l a s t h e f u l l c o s t s 
10 
o f t h e r evenue p r o d u c i n g d e p a r t m e n t . " 
Thus , t h e c o s t f i n d i n g t e c h n i q u e s o f f i s c a l p r o c e d u r e s i n c l u d e 
t h e c o s t s o f d e p r e c i a t i o n f o r s p a c e and equipment and measu re s o f t h e 
c o o r d i n a t i o n which d i d o c c u r among d e p a r t m e n t s . Even though such p r o ­
c e d u r e s d i r e c t a t t e n t i o n t o i d e n t i f y i n g and measu r ing i n t e r a c t i o n among 
d e p a r t m e n t s , t h e p r o c e d u r e s do n o t s e r v e a s a g e n t s f o r c o o r d i n a t i n g goods 
and s e r v i c e s among d e p a r t m e n t s . 
Bu t c o s t f i n d i n g p r o c e d u r e s do p e r m i t t h e i d e n t i f i c a t i o n o f t h e 
f u l l c o s t s o f o p e r a t i n g t h e r e v e n u e p r o d u c i n g d e p a r t m e n t s and t h e i d e n t i ­
f i c a t i o n o f c h a r g e s f o r s e r v i c e s . A f t e r s e r v i c e s o f t h e r e v e n u e p r o d u c i n g 
d e p a r t m e n t s have been d e l i v e r e d t o p a t i e n t s , o t h e r f i s c a l p r o c e d u r e s a r e 
Ibid., p . 6 7 . 
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used t o a c c o u n t f o r t h e r evenue produced by t h e c h a r g e s . 
Al though s e v e r a l h o s p i t a l d e p a r t m e n t s a r e c l a s s i f i e d as r e v e n u e 
p r o d u c i n g , t h a t i s , p a t i e n t s a r e c h a r g e d f o r s e r v i c e s d e l i v e r e d by o r 
th rough t h e s e d e p a r t m e n t s , t h e r e v e n u e s a r e n o t income t o t h e d e p a r t ­
m e n t s , b u t income t o t h e h o s p i t a l . Through f i s c a l p r o c e d u r e s , h o s p i t a l s 
decompose t h i s income i n t o d e p a r t m e n t a l b u d g e t s which may be t a k e n a s 
" i n c o m e " t o t h e d e p a r t m e n t s . The money a u t h o r i z e d by t h e budge t i s t h e 
o n l y money a v a i l a b l e t o depa r tmen t heads w i th which t o a c q u i r e r e s o u r c e s 
t o be used i n t h e p r o d u c t i o n o f goods and s e r v i c e s . 
In t r a d i t i o n a l h o s p i t a l f i s c a l p r o c e d u r e s , t h e e x p e n s e b u d g e t i s 
t h e f o r m a l l y r e c o g n i z e d s o u r c e o f income t o d e p a r t m e n t s . The c a t e g o r i e s 
f o r which depa r tmen t heads can spend money and t h e maximum amounts which 
can be s p e n t a r e i n c l u d e d i n e x p e n s e b u d g e t s . 
The f o l l o w i n g a u x i l i a r y c h a r a c t e r i s t i c o f h o s p i t a l o r g a n i z a t i o n 
and management p e r t a i n s t o t h e e s t a b l i s h m e n t o f d e p a r t m e n t a l b u d g e t s . 
Characteristic 7b. In establishing departmental budgets, which 
can be. taken as income to departments, 
hospital. {is col procedures do not identify 
charge* {or services, {all co*ts, nor the 
degree o{ coordination among departments. 
The income t o h o s p i t a l d e p a r t m e n t s a s d e t e r m i n e d by t r a d i t i o n a l 
f i s c a l p r o c e d u r e s i s n o t d i r e c t l y r e l a t e d t o t h e p r o d u c t i o n o f goods and 
s e r v i c e s . Al though s t a t i s t i c a l b u d g e t s and o t h e r methods a r e used t o 
e s t i m a t e t h e r e q u i r e d j o b p o s i t i o n s , s a l a r i e s and w a g e s , s u p p l i e s , and 
p u r c h a s e d s e r v i c e s f o r e a c h d e p a r t m e n t , once e s t a b l i s h e d , e x p e n s e b u d g e t s 
a r e a v a i l a b l e , r e l a t i v e l y i ndependen t o f p r o d u c t i o n . Even though admin­
i s t r a n t s p e r i o d i c a l l y r e v i e w c o s t s p e r u n i t o f p r i n c i p a l s e r v i c e s , and 
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may a d j u s t b u d g e t s , t h e income t o a depar tment from a budge t i s o n l y 
i n d i r e c t l y r e l a t e d t o t h e p r o d u c t i o n o f goods and s e r v i c e s . " ^ 
Even f l e x i b l e b u d g e t s , i n l i m i t e d use i n h o s p i t a l s , do n o t 
d i r e c t l y r e l a t e income t o p r o d u c t i o n . I n such b u d g e t s , t h e income t o 
a depa r tmen t would be r e l a t e d t o some r e a d i l y a v a i l a b l e s t a t i s t i c which 
i s r e l a t e d t o d e p a r t m e n t a l s e r v i c e s , such a s i n p a t i e n t d a y s . 
Nor do d e p a r t m e n t a l e x p e n s e b u d g e t s i n c l u d e f u l l c o s t s . Two m a j o r 
c l a s s e s o f i t e m s f r e q u e n t l y o m i t t e d a r e d e p r e c i a t i o n o f s p a c e and e q u i p ­
ment and t h e c o s t s o f t h e goods and s e r v i c e s o f o t h e r d e p a r t m e n t s . Tha t 
t h e s e c o s t s a r e s i g n i f i c a n t i s shown i n F i g u r e I V - 8 , which summarizes 
t h e d a t a i n Appendix D - 5 . The c o s t d a t a i n Appendix D-5 have been a g g r e ­
g a t e d i n t o f i v e c a t e g o r i e s , e q u i p m e n t , s u p p l i e s , s p a c e , goods and s e r ­
v i c e s from o t h e r d e p a r t m e n t s , and p e r s o n n e l . The v a l u e o f each c a t e g o r y 
a s a p e r c e n t a g e o f t o t a l c o s t was computed. As i l l u s t r a t e d i n F i g u r e 
I V - 8 , a l l depa r tmen t s u t i l i z e goods and s e r v i c e s o f o t h e r depa r tmen t s 
and t h e v a l u e o f t h e s e goods and s e r v i c e s c o n s t i t u t e be tween 7 p e r c e n t 
and 37 p e r c e n t o f t h e c o s t o f o p e r a t i n g t h e d e p a r t m e n t s . The c o s t s f o r 
equipment and s p a c e c o n s t i t u t e be tween 3 p e r c e n t and 39 p e r c e n t o f t h e 
c o s t o f o p e r a t i n g t h e d e p a r t m e n t s . The c o s t s o f goods and s e r v i c e s , 
equ ipmen t , and s p a c e c o n s t i t u t e be tween 1 1 p e r c e n t and 66 p e r c e n t o f 
t h e c o s t o f o p e r a t i n g d e p a r t m e n t s . 
Thus , f i s c a l p r o c e d u r e s which i d e n t i f y t h e e x p e n s e b u d g e t s f o r 
depa r tmen t s a r e n o t a g e n t s th rough which t h e goods and t h e s e r v i c e s o f 
F o r a d i s c u s s i o n o f h o s p i t a l b u d g e t i n g , s e e Budgeting Proce­
dures for Hospitals, American H o s p i t a l A s s o c i a t i o n , C h i c a g o , 19 7 1 , 
88 pp . 
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( F r o m A p p e n d i x D-5) 
O p e r a t i n g C o s t s 
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t h e d e p a r t m e n t s a r e f o r m a l l y c o o r d i n a t e d . I n f a c t , such b u d g e t i n g p r o ­
c e d u r e s p r o v i d e a means o f c o n s t r a i n i n g t h e income t o d e p a r t m e n t s a n d , 
t h e r e b y , t h e r e s o u r c e s o f depa r tmen t s a s d e s c r i b e d i n t h e n e x t a u x i l i a r y 
c h a r a c t e r i s t i c o f h o s p i t a l o r g a n i z a t i o n and management. 
Zharacterlstic 7c. Vor many hospital departments, the. total "demand" 
{OK goods and service* exceeds the capacity o{ 
the production AyAtems, as constrained by the 
budget and available goods and service*. 
In t h e most common d e f i n i t i o n , demand e x i s t s o u t s i d e t h e u n i t 
which s u p p l i e s t h e goods o r s e r v i c e s which s a t i s f y t h e demand. T h e r e i s J 
I 
a demand f o r t h e goods and s e r v i c e s o f h o s p i t a l s . And, w i t h i n h o s p i t a l s , t 
t h e r e a r e demands f o r d e p a r t m e n t a l goods and s e r v i c e s by o t h e r d e p a r t -
i 
ments a s i l l u s t r a t e d i n Characteristics 2a and 2b. 1 
One f a c t o r c o n t r i b u t i n g t o t h e demand f o r goods and s e r v i c e s o f 
h o s p i t a l d e p a r t m e n t s i s t h a t t h e r e a r e no economic c o s t s a s s i g n e d t o t h e 
goods and s e r v i c e s t r a n s f e r r e d among d e p a r t m e n t s . I f a depar tmen t head , 
I 
can i n c r e a s e t h e amount o f goods and s e r v i c e s t h a t he r e c e i v e s from \ 
a n o t h e r d e p a r t m e n t , he w i l l , i n e f f e c t , i n c r e a s e h i s b u d g e t , a l t h o u g h 
such a change would n o t b e r e f l e c t e d i n t h e f i s c a l p r o c e d u r e s . I f n u r s ­
i n g s e r v i c e c l e a n s up t h e s p i l l a g e o c c u r r i n g i n p a t i e n t rooms and 
d e l i v e r s p a t i e n t s ' m e a l s , g e t t i n g t h e h o u s e k e e p i n g depar tmen t t o c l e a n 
up t h e s p i l l a g e and d i e t a r y t o d e l i v e r t h e meals, would , i n e f f e c t , 
i n c r e a s e t h e budge t o f n u r s i n g s e r v i c e . 
Some demand i s supp ly g e n e r a t e d . As i d e n t i f i e d i n Characteristics 
1 and 5b3 depar tmen t heads have r e c e i v e d e x t e n s i v e e x p e r i e n c e , t r a i n i n g , 
o r e d u c a t i o n i n t e c h n o l o g y , and t h e y u s u a l l y p a r t i c i p a t e i n a p r o f e s s i o n a l 
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o r t e c h n i c a l s o c i e t y d e v o t e d t o a d v a n c i n g t h i s t e c h n o l o g y , a s d i s c u s s e d 
i n Characteristic 5b. With t h e r a p i d r a t e a t which changes a r e b e i n g 
i n t r o d u c e d i n t h e t e c h n o l o g i e s , a s d i s c u s s e d i n Characteristic 2, and 
p r e s s u r e s from s o c i e t i e s , depar tmen t heads p e r c e i v e o f even g r e a t e r c o n ­
t r i b u t i o n s t o b e made by t h e i r d e p a r t m e n t s . F o r e x a m p l e , t h e head o f 
an i n d u s t r i a l e n g i n e e r i n g depar tmen t may want t o app ly queu ing t h e o r y . 
The d i r e c t o r o f a l i b r a r y may want t o e n l a r g e t h e r e f e r e n c e s e c t i o n and 
s u b s c r i b e t o more d i g e s t s e r v i c e s . Such p r o f e s s i o n a l g o a l s augment t h e 
demand f o r s e r v i c e s o f d e p a r t m e n t s . Moss r e c o g n i z e d t h i s when he s a i d , 
The d i s p a r i t y be tween a n u r s i n g d i r e c t o r ' s view o f funds needed 
f o r optimum q u a l i t y p a t i e n t c a r e and t h e funds a v a i l a b l e i s 
a p p a r e n t i n two i n s t a n c e s where t h e i n i t i a l b u d g e t s were s i z e ­
a b l e d e p a r t u r e s from e x p e c t a t i o n s ; i n one h o s p i t a l n u r s i n g was 
$ 6 0 , 0 0 0 o f t h e $ 2 0 0 , 0 0 0 e x c e s s o v e r - a n t i c i p a t e d i n c o m e , and 
a n o t h e r $ 6 8 , 0 0 0 t o $ 1 7 0 , 0 0 0 . 1 2 
B u t , no m a t t e r t h e s o u r c e o f demand, t h e supp ly w i th which t o 
meet demand i s c o n s t r a i n e d by b u d g e t s . F r e q u e n t l y , b u d g e t s a r e r a t i o n a l 
e x t e n s i o n s o f h i s t o r i c a l c o s t s . T y p i c a l l y , such h i s t o r i c a l d a t a r e f l e c t s 
what d id o c c u r , n o t n e c e s s a r i l y what s h o u l d have o c c u r r e d . In an e x c e p ­
t i o n a l , b u t h i g h l y i l l u s t r a t i v e e x a m p l e , an i n d u s t r i a l e n g i n e e r i n g 
depa r tmen t i n a l a r g e m e n t a l h e a l t h h o s p i t a l s t u d i e d t h e randomly g e n ­
e r a t e d demand f o r l i n e n s by i n c o n t i n e n t p a t i e n t s . A c h a r t was p r e p a r e d 
showing t h e amount o f l i n e n s needed a s a f u n c t i o n o f h o s p i t a l p o l i c y i n 
r e g a r d s t o t h e f r e q u e n c y o f chang ing l i n e n s f o r b o t h c o n t i n e n t and i n ­
c o n t i n e n t p a t i e n t s . The a d m i n i s t r a t i v e and t h e m e d i c a l s t a f f s were a sked 
f o r a p o l i c y in r e g a r d s t o f r e q u e n c y o f c h a n g e s . The r e s u l t a n t p o l i c y 
Moss , A r t h u r B . and o t h e r s , Hospital Policy Decisions: Prooess 
and Action, G. P . Pu tnam ' s S o n s , New Y o r k , 1 9 6 6 , p . 2 6 6 . 
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d i c t a t e d t h a t t h e l a u n d r y have t h e c a p a c i t y t o p r o c e s s 6 0 0 , 0 0 0 pounds o f 
l i n e n a week . The c a p a c i t y o f t h e e x i s t i n g l aundry was 2 4 0 , 0 0 0 pounds 
o f l i n e n a week . Not o n l y d id t h e demand e x c e e d t h e c a p a c i t y o f t h e 
l a u n d r y , b u t t h e h o s p i t a l d id n o t have enough l i n e n s n o r enough s t a f f 
t o change l i n e n s t o meet t h e demand. 
And when demand e x c e e d s s u p p l y , r a t i o n i n g must o c c u r . By modi­
f y i n g t h e p r o c e d u r e s d i r e c t i n g t h e p r o d u c t i o n s y s t e m as d e s c r i b e d i n 
Charaoteristio 5b, heads o f p r o d u c i n g depa r tmen t s e l i m i n a t e s e r v i c e s , 
change t h e q u a l i t y o f t h e s e r v i c e , o r d e l a y t h e t i m i n g o f t h e s e r v i c e i n 
such a way as t o o p e r a t e w i t h i n b u d g e t . S i n c e t h e r e a r e no c h a r g e s f o r 
t h e goods and s e r v i c e s o f t h e d e p a r t m e n t , t h e heads o f t h e d e p a r t m e n t s 
u s i n g t h e goods and t h e s e r v i c e s may be w i l l i n g t o a c c e p t w h a t e v e r 
s e r v i c e s w i l l b e made a v a i l a b l e by t h e p r o d u c i n g d e p a r t m e n t . 
Us ing b u d g e t s t o c o n s t r a i n t h e c a p a c i t y o f a depar tmen t i s 
c e r t a i n l y an e f f e c t i v e p r o c e d u r e f o r c o n t r o l l i n g c o s t s . However, t h i s 
t r a d i t i o n a l method o f c o n t r o l l i n g c o s t s t h rough b u d g e t s , where such 
b u d g e t s d e a l d i r e c t l y w i t h o n l y one segment o f t h e s u p p l y and a r e n o t 
r e l a t e d t o o u t p u t , does n o t s e r v e as an a g e n t f o r f o r m a l l y c o o r d i n a t i n g 
goods and s e r v i c e s among depa r tmen t s s o a s t o e f f e c t i v e l y a c h i e v e t h e 
g o a l s o f t h e h o s p i t a l . Where h o s p i t a l depar tment heads a r b i t r a r i l y 
r a t i o n t h e p r o d u c t i o n o f goods and s e r v i c e s i n o r d e r t o s t a y w i t h i n 
b u d g e t , e f f e c t i v e c o o r d i n a t i o n must be a chance o c c u r r e n c e . 
C o n c l u s i o n 
G e n e r a l l y , t h e p r i m a r y f u n c t i o n s o f t h e p o t e n t i a l a g e n t s examined 
h e r e do n o t p r o v i d e f o r r o u t i n e l y and f o r m a l l y c o o r d i n a t i n g goods and 
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s e r v i c e s among d e p a r t m e n t s . The dominant r o l e o f c o o r d i n a t i o n f o r each 
o f t h e p o t e n t i a l a g e n t s can b e summarized a s f o l l o w s : 
1 . T e c h n o l o g i c a l Theme. Not o n l y i s t h e r e an a b s e n c e o f a 
dominant t e c h n o l o g i c a l theme which c o o r d i n a t e s t h e f low 
o f goods th rough an e x t e n d e d s e q u e n c e o f d e p a r t m e n t s , 
b u t t h e q u a s i - i n d e p e n d e n c e o f t h e complex t e c h n o l o g i e s 
o f e ach o f t h e d e p a r t m e n t s c o m p l i c a t e s c o o r d i n a t i o n . 
2 . F u n c t i o n s o f O r g a n i z a t i o n a l P o s i t i o n s . The c o o r d i n a t i o n 
a c h i e v e d among d e p a r t m e n t s i s p r i m a r i l y t h e r e s u l t o f 
p e r s o n a l r e l a t i o n s d e v e l o p e d among employees i n t h e 
o r g a n i z a t i o n a l p o s i t i o n s . However, e x c e p t f o r a d m i n i s ­
t r a n t s r e s o l v i n g d i s a g r e e m e n t s be tween depa r tmen t h e a d s , 
t h e p r i n c i p a l f u n c t i o n s o f t h e o r g a n i z a t i o n a l p o s i t i o n s 
do n o t i n c l u d e t h e f o r m a l c o o r d i n a t i o n o f goods and 
s e r v i c e s among d e p a r t m e n t s . 
3 . F i s c a l P r o c e d u r e s . Al though f i s c a l p r o c e d u r e s i n c l u d e a 
measure o f c o o r d i n a t i o n which d id o c c u r , t h e y do n o t 
p r o v i d e f o r f o r m a l l y c o o r d i n a t i n g goods and s e r v i c e s among 
d e p a r t m e n t s . F i s c a l p r o c e d u r e s do c o n s t r a i n t h e c a p a c i t y 
o f p r o d u c t i o n s y s t e m s o f d e p a r t m e n t s and i n h i b i t , t o some 
d e g r e e , t h e c o o r d i n a t i o n o f goods and s e r v i c e s . 
A d d i t i o n a l R e l e v a n t C h a r a c t e r i s t i c s 
In a d d i t i o n t o t h e c h a r a c t e r i s t i c s i d e n t i f i e d and d e s c r i b e d i n t h e 
d i s c u s s i o n o f t h e b a s i c e l e m e n t s and t h e n a t u r e o f t h e p rob lem o f c o o r d i ­
n a t i o n and t h e r e v i e w o f p r i n c i p a l f u n c t i o n s o f e x i s t i n g p o t e n t i a l a g e n t s 
o f c o o r d i n a t i o n , t h e r e a r e a few a d d i t i o n a l c h a r a c t e r i s t i c s o f h o s p i t a l 
o r g a n i z a t i o n and management which a r e r e l e v a n t t o t h e d e s i g n o f p r o c e ­
dures t h rough which h o s p i t a l managers f o r m a l l y c o o r d i n a t e d e p a r t m e n t a l 
goods and s e r v i c e s . These c h a r a c t e r i s t i c s r e l a t e t o t h e g o a l s o f h o s ­
p i t a l s , t h e r a t e a t which management t e c h n i q u e s can b e i n t r o d u c e d i n 
h o s p i t a l s , and t h e r o l e o f h o s p i t a l m e d i c a l s t a f f s . 
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Qharacteristic %. Although. dl{{erlng among hospitals and oven. 
tunc, goals o{ hospitals can be related to 
goods and services o{ production systems. 
The g o a l s o f h o s p i t a l s a r e f u n c t i o n s o f such f a c t o r s as d i s c u s s e d 
i n Characteris tic 4b. S i n c e t h e s e f a c t o r s d i f f e r among h o s p i t a l s , g o a l s 
among h o s p i t a l s d i f f e r . 
And as t h e f a c t o r s which a f f e c t g o a l s a r e c h a n g i n g o v e r t i m e , 
h o s p i t a l g o a l s change o v e r t i m e . New employees b r i n g new i n t e r e s t s and 
i n t e r a c t i o n w i t h c u r r e n t employees so a s t o p roduce d i f f e r e n t g o a l s . 
Changing t e c h n o l o g i e s , as d i s c u s s e d i n Characteristic 1, i n t r o d u c e d i f ­
f e r e n t g o a l s . 
Even though d i f f e r e n t and c h a n g i n g , t h e p r i m a r y g o a l s o f h o s p i t a l s 
p e r t a i n t o goods and s e r v i c e s f o r p a t i e n t s . As d e s c r i b e d i n Character­
istic 1, a l l goods and s e r v i c e s f o r p a t i e n t s a r e p roduced i n p r o d u c t i o n 
s y s t e m s . And even though n o t a l l t h e goods and s e r v i c e s o f p r o d u c t i o n 
s y s t e m s a r e p r o v i d e d d i r e c t l y t o p a t i e n t s , t h e f i n a l o b j e c t i v e o f a l l 
goods and s e r v i c e s o f a l l p r o d u c t i o n s y s t e m s a r e goods and s e r v i c e s t o 
p a t i e n t s . 
Characteristic 9. The rate at which hospital managers can assimi­
late advanced management techniques diners 
among hospitals . 
Some h o s p i t a l s c u r r e n t l y have e l a b o r a t e and s o p h i s t i c a t e d 
b u d g e t i n g p r o c e d u r e s , w h i l e o t h e r h o s p i t a l s have o n l y t h e e s s e n t i a l , 
r u d i m e n t a r y e l e m e n t s o f b u d g e t i n g . Many h o s p i t a l s have d e t a i l e d , 
f o r m a l p r o c e d u r e s manuals f o r t h e a c t i v i t i e s in a l m o s t a l l p r o d u c t i o n 
s y s t e m s ; o t h e r h o s p i t a l s have o n l y a s u f f i c i e n t number o f p r o c e d u r e s 
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manuals t o s a t i s f y t h e r e q u i r e m e n t s o f JCAH. These d i f f e r e n c e s i n t h e 
c u r r e n t s t a t u s o f development o f management s y s t e m s and t h e d i f f e r e n c e s 
i n t h e i n t e r e s t s and t h e c a p a b i l i t i e s o f t h e managers a f f e c t t h e r a t e 
a t which h o s p i t a l managers can a s s i m i l a t e a d d i t i o n a l management t e c h ­
n i q u e s . 
CkcinactQ.rUtic 10. In term* o{ interaction*, hospital medical 
t>ta{{* may be viewed as koApiXal departments 
using goods and services o{ other departments. 
Although a l l members o f m e d i c a l s t a f f s may n o t b e p a i d employees 
o f h o s p i t a l s , t h e y a r e members o f h o s p i t a l s . And m e d i c a l s t a f f s have 
many o f t h e c h a r a c t e r i s t i c s o f d e p a r t m e n t s a s d e s c r i b e d i n CharaQteristio 
1. They have a d m i n i s t r a n t s , s e r v i c e c h i e f s , c h i e f s o f s t a f f , and an 
e x e c u t i v e commi t t ee which r e l a t e s t o t h e b o a r d o f d i r e c t o r s . And m e d i c a l 
s t a f f s have p r o d u c t i o n s y s t e m s . In t h e s e s y s t e m s , p h y s i c i a n s use t h e 
s p a c e , s u p p l i e s , and equipment i n p e r f o r m i n g p h y s i c a l and m e n t a l a c t i v i ­
t i e s as d i r e c t e d by p o l i c i e s and t h e p r o c e d u r e s . And even though p h y s i ­
c i a n s , a s p r o f e s s i o n a l s , have c o n s i d e r a b l e l a t i t u d e i n s e l e c t i n g t h e 
p r o c e d u r e s , t h e i r a c t i o n s a r e g o v e r n e d , t o some e x t e n t , by a d m i n i s t r a n t s , 
p a r t i c u l a r l y th rough such p e e r r e v i e w groups a s U t i l i z a t i o n Review Com­
m i t t e e s . And, f i n a l l y , s e r v i c e s p roduced by p h y s i c i a n s c o n t r i b u t e t o 
h o s p i t a l g o a l s . 
As a p r a c t i t i o n e r i n a h o s p i t a l p r o d u c t i o n s y s t e m , p h y s i c i a n s 
have a v a i l a b l e t o them c e r t a i n goods and s e r v i c e s from o t h e r h o s p i t a l 
d e p a r t m e n t s . And a l t h o u g h t h e p h y s i c i a n i s l e g a l l y r e s p o n s i b l e f o r 
d e c i s i o n s r e l a t e d t o d i a g n o s i s and t r e a t m e n t , he can be r e s t r i c t e d t o 
o r d e r i n g t h o s e goods and s e r v i c e s a s a u t h o r i z e d by t h e management s y s t e m . 
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F o r e x a m p l e , a p h y s i c i a n canno t o r d e r p r o c e d u r e s f o r open h e a r t s u r g e r y , 
no m a t t e r how b a d l y n e e d e d , i f t h e management sy s t em h a s n o t made 
f a c i l i t i e s a v a i l a b l e w i th which d e p a r t m e n t s can p roduce goods and 
s e r v i c e s r e q u i r e d f o r open h e a r t s u r g e r y . 
C o n c l u s i o n 
The c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management 
i d e n t i f i e d and d e s c r i b e d i n t h i s c h a p t e r i n d i c a t e t h a t h o s p i t a l s a r e 
c o m p l i c a t e d s e t s o f complex and chang ing t e c h n o l o g i e s w i t h i n t r i c a t e 
and v a r i a b l e i n t e r a c t i o n s o f goods and s e r v i c e s and t h a t t h e s e i n t e r a c ­
t i o n s a r e e s s e n t i a l t o t h e a c h i e v e m e n t o f t h e o r g a n i z a t i o n a l g o a l s . 
Thus , t h e s e c h a r a c t e r i s t i c s i l l u s t r a t e an env i ronmen t s u i t a b l e f o r , and 
a n e e d f o r , p r o c e d u r e s t h rough which managers f o r m a l l y c o o r d i n a t e 
d e p a r t m e n t a l goods and s e r v i c e s . 
S u b s e q u e n t c h a r a c t e r i s t i c s p e r t a i n i n g t o t h e p r i m a r y f u n c t i o n s o f 
p o t e n t i a l a g e n t s o f c o o r d i n a t i o n f a i l e d t o r e v e a l f u n c t i o n s d e a l i n g 
d i r e c t l y , r o u t i n e l y , and f o r m a l l y w i th t h e c o o r d i n a t i o n o f goods and 
s e r v i c e s . Many f u n c t i o n s r e l a t e i n d i r e c t l y t o o r have i m p l i c a t i o n s f o r 
c o o r d i n a t i o n . Pe rhaps t h e most s i g n i f i c a n t o f t h e s e i s t h e f u n c t i o n o f 
depar tment head p o s i t i o n s r e l a t e d t o t h e development o f p r o c e d u r e s , 
Characteristic 5b. Such p r o c e d u r e s r e q u i r e some knowledge abou t goods 
and s e r v i c e s which a r e t o b e made a v a i l a b l e and goods and s e r v i c e s which 
a r e t o b e p r o d u c e d . I f f o r m a l p r o c e d u r e s a r e n o t a v a i l a b l e t o p r o v i d e 
t h e i n f o r m a t i o n , depa r tmen t heads must deve lop i n f o r m a l , p e r s o n a l r e l a ­
t i o n s so a s t o a c h i e v e some d e g r e e o f c o o r d i n a t i o n i n t h e p r o d u c t i o n o f 
t h e i r goods and s e r v i c e s . 
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The d e s c r i p t i o n s p r o v i d e d by t h e c h a r a c t e r i s t i c s i d e n t i f i e d and 
d i s c u s s e d h e r e do n o t d i r e c t l y p r o v i d e p r o c e d u r e s f o r f o r m a l l y c o o r d i ­
n a t i n g goods and s e r v i c e s ; d e s c r i p t i o n a l o n e se ldom r e s o l v e s p r o b l e m s . 
However, i f d e s c r i p t i o n s have been p r o p e r l y d e v e l o p e d , t h e y can b e 
used i n d e v e l o p i n g s o l u t i o n s ; t h i s i s t h e r e m a i n i n g t a s k t o b e c o m p l e t e d 
i n t h e f o l l o w i n g c h a p t e r . 
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CHAPTER V 
PROCEDURES FOR FORMAL COORDINATION 
Even though t h e i n i t i a l p r o c e d u r e s deve loped f o r t h e s t udy o f 
c o o r d i n a t i o n a s d e s c r i b e d i n Chap te r I I I were d e r i v e d from t h e funda ­
m e n t a l p r i n c i p l e s o f p u b l i c u t i l i t y e c o n o m i c s , and even though c o n s i d e r ­
a b l e argument c o u l d be advanced t h a t , i n t e rms o f t h e t o t a l h o s p i t a l , a 
depa r tmen t c o u l d be l i k e n e d t o a p u b l i c u t i l i t y s e r v i n g a community, i t 
does n o t n e c e s s a r i l y f o l l o w t h a t t h e i n i t i a l p r o c e d u r e s conform t o t h e 
c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management. With t h e 
i d e n t i f i c a t i o n o f t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and man­
agement i n Chap t e r I V , i t i s now p o s s i b l e t o examine t h e p r o c e d u r e s i n 
o r d e r t o i d e n t i f y t h o s e p r o c e d u r e s o r p o r t i o n s o f p r o c e d u r e s which do 
n o t conform t o t h e c h a r a c t e r i s t i c s . 
Such an e x a m i n a t i o n i s p r e s e n t e d i n t h e f i r s t s e c t i o n o f t h i s 
c h a p t e r . As p o i n t s o f d i s p a r i t y a r e d i s c o v e r e d , m o d i f i c a t i o n a r e s u g ­
g e s t e d . In t h e s e c o n d s e c t i o n o f t h i s c h a p t e r , t h e i n i t i a l p r o c e d u r e s 
a r e r e v i s e d , by i n c o r p o r a t i n g t h e s u g g e s t i o n s , and o r g a n i z e d i n t o a 
program o f c o o r d i n a t i o n . 
I n i t i a l P r o c e d u r e s 
The seven i n i t i a l p r o c e d u r a l s t e p s d e r i v e d from p u b l i c u t i l i t y 
e c o n o m i c s a r e d i s c u s s e d i n s e q u e n c e . 
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1 . I d e n t i f y t h e goods and s e r v i c e s o f a l l t h e s e r v i c e d e p a r t m e n t s and 
two r e v e n u e p r o d u c i n g d e p a r t m e n t s , C e n t r a l S e r v i c e and Pharmacy . 
T h i s s t e p i n c l u d e s two f u n c t i o n s wor thy o f s e p a r a t e c o n s i d e r a t i o n . 
These a r e i d e n t i f y i n g goods and s e r v i c e s and l i m i t i n g t h e number o f 
d e p a r t m e n t s i n c l u d e d . 
I d e n t i f y i n g Goods and S e r v i c e s . Goods and s e r v i c e s a r e t h e 
p r i n c i p a l f o r m a l r e l a t i o n s among d e p a r t m e n t s ( 2 ) , " 1 " and s p e c i f i c knowledge 
a b o u t which goods and s e r v i c e s a r e t o be produced i n which d e p a r t m e n t s 
can b e o f v a l u e t o a d m i n i s t r a n t s and depa r tmen t h e a d s . Goods and 
s e r v i c e s a r e r e l a t e d t o h o s p i t a l g o a l s ( 8 ) , and s i n c e a d m i n i s t r a n t s 
i d e n t i f y h o s p i t a l g o a l s ( 4 - b ) , f o r m a l l y i d e n t i f y i n g t h e a u t h o r i z e d goods 
and s e r v i c e s can a s s i s t a d m i n i s t r a n t s i n e s t a b l i s h i n g g o a l s . Knowing 
what goods and s e r v i c e s t o produce and what goods and s e r v i c e s a r e t o be 
a v a i l a b l e can a s s i s t depa r tmen t heads i n d e v e l o p i n g and imp lemen t ing 
p r o c e d u r e w i t h i n t h e i r d e p a r t m e n t s ( 5 b ) . 
However, d e p a r t m e n t a l goods and s e r v i c e s a r e c u r r e n t l y b e i n g 
i d e n t i f i e d i n o n l y t h e r evenue p r o d u c i n g depa r tmen t and o n l y f o r t h o s e 
goods and s e r v i c e s d e l i v e r e d t o p a t i e n t s ( 7 a ) . Depar tment heads i n ­
f o r m a l l y , th rough p e r s o n a l r e l a t i o n s , i d e n t i f y t h e d e p a r t m e n t a l goods 
and s e r v i c e s t r a n s f e r r e d among d e p a r t m e n t s ( 5 b ) . T h e r e f o r e , i n t r o d u c i n g 
t h i s p r o c e d u r e can p r e c i p i t a t e a r e s i s t a n c e t o t h e c h a n g e . However, 
s i n c e a l l h o s p i t a l goods and s e r v i c e s a r e p roduced i n d e p a r t m e n t s , and 
^"In t h e f i r s t s e c t i o n o f t h i s c h a p t e r , numerous r e f e r e n c e s w i l l 
be made t o t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management 
i d e n t i f i e d and d e s c r i b e d i n t h e p r e c e d i n g c h a p t e r . To s i m p l i f y t h e s e 
r e f e r e n c e s , t h e p o i n t b e i n g drawn from t h e d e s c r i p t i o n o f a c h a r a c t e r ­
i s t i c w i l l b e i n c l u d e d i n a s e n t e n c e and t h e r e f e r e n t i a l c h a r a c t e r i s t i c 
w i l l b e i d e n t i f i e d by number, marked o f f by p a r e n t h e s e s . 
126 
s i n c e t h e p r i m a r y g o a l s o f h o s p i t a l s a r e met th rough t h e s e goods and 
s e r v i c e s , t h e i d e n t i f i c a t i o n o f depa r tmen t goods and s e r v i c e s seems 
t o be a f u n c t i o n t o o i m p o r t a n t t o be l e f t t o t h e i n f o r m a l p e r s o n a l 
r e l a t i o n s which deve lop among depar tmen t h e a d s . 
S o , even though changes i n t h e management s y s t e m a r e r e q u i r e d , 
i d e n t i f y i n g goods and s e r v i c e s i s an e s s e n t i a l component o f c o o r d i n a t i o n 
which i s g e n e r a l l y c o m p a t i b l e w i th t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n ­
i z a t i o n and management. T h e r e f o r e , i t seems r e a s o n a b l e t o r e t a i n t h i s 
p r o c e d u r e . 
L i m i t i n g t h e Number o f D e p a r t m e n t s . In t h e e x p l o r a t o r y s tudy o f 
c o o r d i n a t i o n d e s c r i b e d i n Chap te r I I I , i t was assumed t h a t t h e income 
produced by t h e s e r v i c e s o f t h e r evenue p r o d u c i n g d e p a r t m e n t s was income 
t o t h e d e p a r t m e n t s , and , e x c e p t f o r Pharmacy and C e n t r a l S e r v i c e , t h e 
goods and s e r v i c e s o f t h e s e d e p a r t m e n t s were n o t i n c l u d e d i n t h e s t u d y . 
A c t u a l l y , h o s p i t a l s c h a r g e p a t i e n t s f o r t h e goods and s e r v i c e s o f o n l y 
a few d e p a r t m e n t s , and t h e r evenue i s t h e p r imary s o u r c e o f income t o 
t h e h o s p i t a l ( 7 a ) and a l l d e p a r t m e n t s ( 7 b ) . S i n c e a d m i n i s t r a n t s i d e n t i f y 
d e p a r t m e n t s , s e l e c t depa r tmen t h e a d s , and a l l o c a t e income among d e p a r t ­
ments ( 4 b ) , t h e view c o u l d be t a k e n t h a t a d m i n i s t r a n t s pay d e p a r t m e n t s 
f o r s e r v i c e s r e n d e r e d t o p a t i e n t s . 
The re does n o t seem t o be a c o m p e l l i n g r e a s o n f o r n o t i n c l u d i n g 
a l l depa r tmen t s i n a program o f c o o r d i n a t i o n . F o r one t h i n g , t h e domi­
n a n t s e r v i c e s o f t h e r evenue p r o d u c i n g d e p a r t m e n t s which have been p r i c e d 
s e r v e a s a b a s i s f o r c h a r g i n g p a t i e n t s ( 7 a ) . In a d d i t i o n , many o f t h e s e 
d e p a r t m e n t s a l s o p roduce s e r v i c e s f o r o t h e r d e p a r t m e n t s . F o r e x a m p l e , 
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many r a d i o l o g y d e p a r t m e n t s p r o v i d e c h e s t x - r a y s f o r h o s p i t a l employees 
i n o t h e r d e p a r t m e n t s . I n c l u d i n g t h e r evenue d e p a r t m e n t s i n a program o f 
c o o r d i n a t i o n would p e r m i t t h e i d e n t i f i c a t i o n o f a l l p o s s i b l e i n t e r a c t i o n s 
among d e p a r t m e n t s . 
2 . Deve lop a p roposed p r i c e f o r each good and each s e r v i c e , u s i n g 
t h e b a s i c p r i c i n g p r o c e d u r e s o f p u b l i c u t i l i t y e c o n o m i c s . 
P r i c e s f o r d e p a r t m e n t a l goods and s e r v i c e s p r o v i d e d t o p a t i e n t s 
a r e now b e i n g used i n h o s p i t a l s ( 7 a ) , t h e r e f o r e , t h i s c o n c e p t i s n o t 
t o t a l l y new t o h o s p i t a l s . However, p r i c e s a r e n o t b e i n g d e v e l o p e d f o r 
a l l goods and s e r v i c e s . Department heads i n f o r m a l l y deve lop a s y s t e m 
o f v a l u e s f o r goods and s e r v i c e s t r a n s f e r r e d among d e p a r t m e n t s ( 4 b , 7 b ) . 
T h e r e f o r e , t o p r i c e a l l goods and s e r v i c e s i n t r o d u c e s changes i n t h e 
management sy s t em and can p r e c i p i t a t e r e s i s t a n c e t o c h a n g e . 
Bu t ove rcoming such r e s i s t a n c e and d e v e l o p i n g p r i c e s can e n c o u r a g e 
t h e p r a c t i c e o f management. Depar tment heads a r e e x p e r t s i n , and t e n d 
t o d e v o t e t h e i r a t t e n t i o n t o , t h e t e c h n o l o g y o f t h e p r o d u c t i o n s y s t e m s 
in t h e i r depa r tmen t ( 5 b , 6 a ) . Depar tment heads a r e a l s o e x p e c t e d t o use 
p r o c e d u r e s , p r a c t i c e s and p r i n c i p l e s o f management ( 5 c ) . Caus ing d e p a r t ­
ment heads t o deve lop p r i c e s w i l l d i r e c t some o f t h e i r a t t e n t i o n t o t h e 
use o f r e s o u r c e s and t h e c o s t o f o u t p u t . 
Ano the r r e a s o n f o r p r i c i n g goods and s e r v i c e s i s t h a t p r i c e s 
i n d i c a t e v a l u e . In t h o s e d e p a r t m e n t s in which demand e x c e e d s supp ly 
( 7 c ) , i n f o r m a t i o n about t h e v a l u e o f goods and s e r v i c e s can a s s i s t 
depa r tmen t heads more o b j e c t i v e l y r a t i o n goods and s e r v i c e s . The heads 
o f p r o d u c i n g d e p a r t m e n t s know t h a t s t a t s e r v i c e s c o s t t h e i r d e p a r t m e n t s 
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more than r o u t i n e s e r v i c e s , and t h e y admonish t h e heads o f consuming 
d e p a r t m e n t s t o u t i l i z e r o u t i n e s e r v i c e s whenever p o s s i b l e . P r i c i n g 
d e p a r t m e n t a l goods and s e r v i c e s can p r o v i d e t h e s e depa r tmen t heads w i th 
more i n f o r m a t i o n w i t h which t o make t h e i r c a s e , and a l s o i n f o r m a t i o n 
t o be used a s t h e y a c q u i r e goods and s e r v i c e s from o t h e r d e p a r t m e n t s 
( 4 b ) . 
Al though p r i c i n g a l l goods and s e r v i c e s does i n t r o d u c e some 
changes i n t h e management s y s t e m , p r i c e s p r o v i d e i n f o r m a t i o n e s s e n t i a l 
t o t h e p r i m a r y f u n c t i o n s o f depar tmen t h e a d s . T h e r e f o r e , s i n c e p r i c i n g 
goods and s e r v i c e s c o n t r i b u t e s t o t h e program o f c o o r d i n a t i o n and , i n 
g e n e r a l , i s c o m p a t i b l e w i t h t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n 
and management , t h e s e g e n e r a l p r o c e d u r e s a r e r e t a i n e d . 
3 . E s t a b l i s h a r e v i e w commiss ion t o r e v i e w t h e p r o p o s e d p r i c e s a t 
a " p u b l i c h e a r i n g , " make any a d j u s t m e n t s i t deems n e c e s s a r y , and 
p u b l i s h t h e approved p r i c e s f o r a l l goods and s e r v i c e s . 
T h i s s t e p i n c l u d e s two f u n c t i o n s wor thy o f s e p a r a t e c o n s i d e r a t i o n . 
These a r e t h e r e v i e w commiss ion and t h e r e v i e w i n g o f p r i c e s . 
Review Commiss ion. C u r r e n t l y , h o s p i t a l depa r tmen t s a r e i d e n t i f i e d 
by a d m i n i s t r a n t s ( 4 b ) , and t h e goods and s e r v i c e s o f t h e s e d e p a r t m e n t s 
a r e d e v e l o p e d by ag reemen t among depar tmen t heads ( 5 b ) . I f two d e p a r t ­
ment heads a r e u n a b l e t o a g r e e on goods and s e r v i c e s , an a d m i n i s t r a n t 
w i l l r e s o l v e t h e d i s a g r e e m e n t ( 4 b ) . However, i t i s d i f f i c u l t f o r one o r 
two p e r s o n s t o have s p e c i f i c , d e t a i l e d knowledge abou t t h e complex and 
d i f f e r e n t t e c h n o l o g i e s in t h e many depa r tmen t s ( l a ) , o f t h e s u r g e s o f 
i n t e r a c t i o n s among depa r tmen t s ( 2 b ) , and o f e x t e r n a l s o u r c e s o f demand 
and s u p p l y ( 4 a , 5 a ) . Commit tees can b r i n g t o g e t h e r a group o f p e o p l e 
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wi th knowledge from many a r e a s t o app ly t o t h e complex p rob lems o f 
c o o r d i n a t i o n . And t h e use o f c o m m i t t e e s i s w e l l e s t a b l i s h e d i n h o s ­
p i t a l s , w i th c o m m i t t e e s i n t h e management s y s t e m , such as t h e budge t 
c o m m i t t e e , and i n t h e m e d i c a l s t a f f , such as t h e u t i l i z a t i o n r e v i e w 
commi t t ee and t h e e x e c u t i v e c o m m i t t e e . 
However, a few changes a r e needed t o make t h i s p r o c e d u r e conform 
t o t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management, changes 
i n r e g a r d t o t h e name, t h e a u t h o r i t y , and t h e c o m p o s i t i o n . 
The name o f t h e commiss ion s h o u l d be changed . The a d j e c t i v e 
review emphas i ze s a m a j o r f u n c t i o n o f t h e c o m m i s s i o n , n o t t h e s u b j e c t 
w i th which t h e commiss ion d e a l s . And t h e u t i l i z a t i o n r e v i e w c o m m i t t e e s 
o f m e d i c a l s t a f f s have e s t a b l i s h e d a r o l e f o r t h e t e rm r e v i e w ( 1 0 ) . 
D e p a r t m e n t a l goods and s e r v i c e s occupy t h e a t t e n t i o n o f t h e commiss ion 
and u s i n g a name such a s s e r v i c e s commiss ion w i l l emphas ize t h a t f a c t . 
The noun commission i s r e t a i n e d m e r e l y a s a d i s t i n c t i v e t i t l e . 
In t h e i n i t i a l p r o c e d u r e s , i t was assumed t h a t t h e commiss ion 
would be g i v e n t h e a u t h o r i t y o f t h e a d m i n i s t r a t o r i n p r i c i n g t h e goods 
and s e r v i c e s t r a n s f e r r e d among d e p a r t m e n t s . The a d m i n i s t r a t o r has s u f ­
f i c i e n t t h r e a t s t o h i s a u t h o r i t y w i t h o u t t h e i n t r o d u c t i o n o f new o n e s . 
Among t h e s e a r e t h e s e v e r a l a d m i n i s t r a t i v e c o m m i t t e e s w i t h i n t h e manage­
ment s y s t e m , t h e m e d i c a l s t a f f and a s s o c i a t e c o m m i t t e e s w i t h t h e i r 
a u t h o r i t a t i v e r o l e s , and t h e many complex t e c h n o l o g i e s i n which s t a f f 
a d v i s o r s employ e x p e r t n e s s as a means o f g a i n i n g a u t h o r i t y o v e r p o r t i o n s 
o f o p e r a t i o n s ( l a ) . The commiss ion s h o u l d s e r v e as an a d v i s o r t o t h e 
a d m i n i s t r a t o r . In e f f e c t , t h e commiss ion c o n s o l i d a t e s s t a f f a d v i c e from 
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a l a r g e number o f e x p e r t s and o r g a n i z e s t h i s i n f o r m a t i o n i n t o recommen­
d a t i o n s t o t h e a d m i n i s t r a t o r . 
A l s o i n t h e i n i t i a l p r o c e d u r e s , t h e r e v i e w commiss ion was composed 
o f t h e a d m i n i s t r a t o r and two members o f t h e b o a r d o f d i r e c t o r s . As h o s ­
p i t a l s a r e composed o f many complex t e c h n o l o g i e s ( l a ) , i n c l u d i n g t h e 
m e d i c a l s t a f f ( 1 0 ) , t h e commiss ion s h o u l d b e composed o f e x p e r t s from 
t h e s e t e c h n o l o g i e s . F o r e x a m p l e , a commiss ion c o u l d have r e p r e s e n t a t i v e s 
from t h e b o a r d o f d i r e c t o r s , t h e m e d i c a l s t a f f , p h y s i c i a n d e p a r t m e n t s , 
n u r s i n g d e p a r t m e n t s , and s e r v i c e d e p a r t m e n t s . The a d m i n i s t r a t o r s h o u l d 
b e a member o f t h e commiss ion and may s e r v e as c h a i r m a n . 
Rev iewing P r i c e s . The c o m p l e x i t y o f d e t e r m i n i n g p r i c e s i s amply 
d e m o n s t r a t e d i n t h e f i s c a l p r o c e d u r e s f o r p r i c i n g goods and s e r v i c e s 
p r o v i d e d t o p a t i e n t s ( 7 a ) . There a r e s e v e r a l c o s t s t o b e a l l o c a t e d t o 
d e p a r t m e n t s , such a s d e p r e c i a t i o n o f t h e b u i l d i n g , m a i n t e n a n c e o f t h e 
b u i l d i n g and g r o u n d s , and a d m i n i s t r a t i v e c o s t s . The a l l o c a t i o n o f t h e s e 
c o s t s i s a r b i t r a r y and s i g n i f i c a n t l y a f f e c t s t h e c o s t s o f t h e d e p a r t ­
m e n t s . A f t e r such c o s t s a r e a l l o c a t e d , d e p a r t m e n t a l c o s t s a r e d i s t r i b u t e d 
among o t h e r d e p a r t m e n t s , and t h e most g e n e r a l l y a c c e p t e d b a s i s o f d i s ­
t r i b u t i o n i s t h e dominant s e r v i c e s . 
S i n c e c o s t a l l o c a t i o n i s a r b i t r a r i l y e s t a b l i s h e d and s i n c e t h e 
p r i c e s f o r t h e goods o f a depar tmen t a r e a f f e c t e d by t h e c o s t s o f 
s e r v i c e s o f o t h e r d e p a r t m e n t s i n t h e i n t r i c a t e i n t e r a c t i o n s among p r o ­
d u c t i o n s y s t e m s ( 2 b ) , i t seems r e a s o n a b l e t h a t t h e e x p e r t knowledge o f 
t h e s e r v i c e s commiss ion be used t o r e v i e w , a d j u s t , and approve d e p a r t ­
m e n t a l goods and s e r v i c e s and t h e i r p r i c e s . 
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4 . Apply t h e c o n c e p t o f consumer s o v e r e i g n t y and p e r m i t depa r tmen t 
heads t o s e l e c t t h o s e goods and s e r v i c e s which b e s t meet t h e i r 
needs i n t h e amount which mee t s t h e i r n e e d s . 
The re a r e s e v e r a l c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and 
management which n e g a t e t h e a c c e p t a n c e o f consumer s o v e r e i g n t y . Such 
c h a r a c t e r i s t i c s w i l l b e d i s c u s s e d under t h e h e a d i n g s o f t e c h n o l o g y , 
demand, and b u d g e t . 
T e c h n o l o g y . H o s p i t a l depa r tmen t s have p r o d u c t i o n s y s t e m s o r g a n ­
i z e d around complex t e c h n o l o g i e s ( l a ) . The heads o f t h e s e depa r tmen t s 
a r e e x p e r t s i n t h e t e c h n o l o g y o f t h e i r depa r tmen t (5c). Many o f t h e 
goods and s e r v i c e s o f t h e d e p a r t m e n t s r e q u i r e e x p e r t knowledge o f t h e 
t e c h n o l o g y i n such a s p e c t s a s i n i t i a t i n g t h e o r d e r and s p e c i f y i n g t h e 
t i m e l i n e s s o f d e l i v e r y , t h e method o f d e l i v e r y , and q u a l i t y . S i n c e e v e r y 
h o s p i t a l depa r tmen t i s o r g a n i z e d around complex t e c h n o l o g y , i t s h o u l d be 
e x p e c t e d t h a t e v e r y depa r tmen t head j e a l o u s l y guard t h e a u t h o r i t y o v e r 
t h e goods and s e r v i c e s p roduced by t h e t e c h n o l o g y o f h i s d e p a r t m e n t . 
Ano the r a s p e c t o f t e c h n o l o g y i s t h a t t h e r e a r e goods and s e r v i c e s 
from some t e c h n o l o g i e s which do n o t r e q u i r e e x p e r t knowledge t o i n i t i a t e 
t h e o r d e r , b u t which a r e so e s s e n t i a l t o t h e s u c c e s s f u l o p e r a t i o n o f t h e 
h o s p i t a l t h a t a consumer s h o u l d n o t have t h e a u t h o r i t y t o r e j e c t such 
s e r v i c e s . F o r e x a m p l e , i t may n o t b e r e a s o n a b l e f o r n u r s i n g s e r v i c e t o 
have t h e a u t h o r i t y t o not have a room t h o r o u g h l y c l e a n e d by h o u s e k e e p i n g 
a f t e r a p a t i e n t has v a c a t e d t h e room. And i t may n o t be a d v i s a b l e f o r 
h o u s e k e e p i n g t o have t h e a u t h o r i t y t o not o r d e r t h e c u l t u r e c h e c k s o f 
l a b o r a t o r y . 
One way t o r e s o l v e t h i s complex p rob lem o f a u t h o r i t y would be t o 
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have t h e depa r tmen t heads p r o p o s e a s e t o f a u t h o r i t i e s and r e s p o n s i b i l i ­
t i e s f o r e ach good and e a c h s e r v i c e f o r b o t h t h e p r o d u c i n g depa r tmen t 
and t h e consuming d e p a r t m e n t . These p roposed a u t h o r i t i e s and r e s p o n s i ­
b i l i t i e s c o u l d b e s u b m i t t e d t o t h e s e r v i c e s commiss ion f o r r e v i e w , 
a d j u s t m e n t , and a p p r o v a l . 
Demand. The heads o f many h o s p i t a l d e p a r t m e n t s p e r c e i v e a t o t a l 
"demand" f o r goods and s e r v i c e s which e x c e e d s t h e c a p a c i t y o f t h e p r o ­
d u c t i o n s s y s t e m s o f t h e i r d e p a r t m e n t s (7c). I t i s n o t r e a s o n a b l e t o 
e x p e c t t h e s e depar tmen t heads t o f o r e g o t h e r a t i o n i n g o f goods and 
s e r v i c e s which p e r m i t s them t o a l l o c a t e t h e l i m i t e d c a p a c i t y i n such a 
way a s i t m e e t s t h e i r p r o f e s s i o n a l g o a l s . 
One o f t h e p r i m a r y o b j e c t i v e s o f a program o f c o o r d i n a t i o n i s 
t o c a u s e t h e use o f t h e goods and s e r v i c e s i n t h e p r o p e r amounts . The 
i d e n t i f i c a t i o n o f t h e o f f i c i a l a u t h o r i t i e s and r e s p o n s i b i l i t i e s p roduced 
th rough t h e p r o c e s s d e s c r i b e d above w i l l s p e c i f y t h o s e s e r v i c e s o v e r 
which t h e p r o d u c e r has a u t h o r i t y and t h o s e o v e r which consumer has 
a u t h o r i t y . Through such a p r o c e s s , e ach depar tment head w i l l have 
a u t h o r i t y o v e r t h e goods and s e r v i c e s which r e q u i r e t e c h n i c a l knowledge 
f o r o r d e r i n i t i a t i o n , and , p e r h a p s , o t h e r c h a r a c t e r i s t i c s . F o r t h e 
o t h e r goods and s e r v i c e s o f t h e d e p a r t m e n t s , demand as g e n e r a t e d by t h e 
needs o f consumer depa r tmen t s and s u p p o r t e d by t h e b u d g e t s w i l l e s t a b l i s h 
t h e l e v e l o f o p e r a t i o n . 
B u d g e t s . T r a d i t i o n a l d e p a r t m e n t a l b u d g e t s do n o t i n c l u d e f u l l 
c o s t s (7b). Omi t t ed a r e t h e d e p r e c i a t i o n on equipment and s u p p l i e s and 
t h e c o s t o f t h e goods and s e r v i c e s p r o v i d e d by o t h e r d e p a r t m e n t s . T h u s , 
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w i th t r a d i t i o n a l b u d g e t s , depa r tmen t heads have funds t o employ p e o p l e 
and p u r c h a s e s u p p l i e s , b u t do n o t have funds w i t h which t o p u r c h a s e 
goods and s e r v i c e s o f o t h e r d e p a r t m e n t s . Even though t h e s e depar tmen t 
heads may b e t o l d t h a t t h e y w i l l o b t a i n a d d i t i o n a l income from t h e p r o ­
d u c t i o n o f goods and s e r v i c e s , such income i s n o t a v a i l a b l e a t t h e 
b e g i n n i n g o f an a c c o u n t i n g p e r i o d . They a l s o know t h a t i f t h e y do n o t 
have b u d g e t w i t h which t o p u r c h a s e goods and s e r v i c e s , i t i s l i k e l y t h a t 
l i m i t e d b u d g e t s i n o t h e r d e p a r t m e n t s do n o t i n c l u d e goods and s e r v i c e s 
from t h e i r d e p a r t m e n t s . 
One method o f chang ing t h e b u d g e t s would b e t o e s t i m a t e t h e 
amount o f i n t e r a c t i o n s among d e p a r t m e n t s and t o i n c r e a s e t h e budge t o f 
each depa r tmen t t o r e f l e c t t h e c o s t o f t h e goods and s e r v i c e s used i n 
t h e i n t e r a c t i o n . In f a c t , i t would b e w e l l t o i n c l u d e i n t h i s budge t 
t h e c o s t s f o r d e p r e c i a t i o n on s p a c e and e q u i p m e n t , i n o r d e r t h a t t h e 
depa r tmen t heads can i d e n t i f y t h e f u l l c o s t s o f o p e r a t i n g d e p a r t m e n t s 
and b e t t e r e s t i m a t e t h e p r i c e s t o b e c h a r g e d f o r t h e s e r v i c e s o f t h e 
d e p a r t m e n t . 
With t h e above m o d i f i c a t i o n s , t h e c o n c e p t o f consumer a u t h o r i t y 
i s r e d u c e d t o two s t e p s : ( 1 ) e s t a b l i s h i n g t h e a v a i l a b i l i t y o f goods 
and s e r v i c e s t h rough a u t h o r i t i e s and r e s p o n s i b i l i t i e s , and ( 2 ) m o d i f y i n g 
t h e b u d g e t s . These p r o c e d u r e s conform t o t h e c h a r a c t e r i s t i c s o f h o s p i t a l 
o r g a n i z a t i o n and management and c o n t r i b u t e t o t h e program o f c o o r d i n a ­
t i o n . 
5 . R e c o r d t h e t r a n s f e r o f goods and s e r v i c e s among d e p a r t m e n t s th rough 
r u d i m e n t a r y a c c o u n t i n g p r o c e d u r e s . 
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Al though h o s p i t a l f i s c a l p r o c e d u r e s may i d e n t i f y t h e f u l l c o s t o f 
each depa r tmen t i n i d e n t i f y i n g c h a r g e s f o r goods and s e r v i c e s t o 
p a t i e n t s ( 7 a ) , t h e t r a n s f e r o f goods and s e r v i c e s among d e p a r t m e n t s i s 
n o t r o u t i n e l y a c c o u n t e d f o r . The i n f o r m a t i o n abou t t h e i n t e r a c t i o n , 
which i s r e q u i r e d f o r a p p r a i s i n g s e r v i c e s , i s d e t e r m i n e d p e r i o d i c a l l y 
th rough c o s t - f i n d i n g t e c h n i q u e s . Thus , even though h o s p i t a l s have a d e ­
q u a t e p r o c e d u r e s t o a c c o u n t f o r t h e d e l i v e r y o f goods and s e r v i c e s t o 
t h e p a t i e n t s , t h e y have o n l y l i m i t e d e x p e r i e n c e w i th a c c o u n t i n g f o r t h e 
goods and s e r v i c e s among d e p a r t m e n t s . T h e r e f o r e , a c c o u n t i n g f o r t h e s e 
goods and s e r v i c e s th rough r u d i m e n t a r y p r o c e d u r e s p r o v i d e s a means o f 
a c q u i r i n g e x p e r i e n c e wi th t h e methods o f c o l l e c t i n g d a t a and t h e l e v e l s 
o f d e t a i l i n t h e d a t a c o l l e c t e d . A f t e r h o s p i t a l s have had s u f f i c i e n t 
e x p e r i e n c e , f o r m a l p r o c e d u r e s t o a c c o u n t f o r t h e t r a n s f e r o f goods and 
s e r v i c e s c o u l d be d e v e l o p e d and i n c o r p o r a t e d i n t o t h e f i s c a l p r o c e d u r e s 
o f t h e h o s p i t a l s . 
Al though t h i s p r o c e d u r e i n t r o d u c e s changes i n h o s p i t a l o p e r a t i o n s , 
i t i s an e s s e n t i a l s t e p i n t h e program o f c o o r d i n a t i o n and i s r e t a i n e d . 
6 . P r e p a r e f i n a n c i a l r e p o r t s o f t h e t r a n s f e r o f goods and s e r v i c e s 
and p r e s e n t t h e r e p o r t s t o h o s p i t a l m a n a g e r s . 
In many h o s p i t a l s , depa r tmen t heads c u r r e n t l y r e c e i v e p e r i o d i c 
f i n a n c i a l r e p o r t s abou t t h e r a t e o f which t h e y a r e u s i n g t h e i r b u d g e t e d 
r e s o u r c e s . Such i n f o r m a t i o n i s o f v a l u e t o a d m i n i s t r a n t s i n a l l o c a t i n g 
income among d e p a r t m e n t s ( 4 b ) and t o depa r tmen t heads i n a c q u i r i n g 
a u t h o r i z e d r e s o u r c e s ( 5 b ) . The f i n a n c i a l r e p o r t t o be p r e s e n t e d h e r e 
c o n t a i n s t h e same i n f o r m a t i o n as c u r r e n t budge t r e p o r t s , and a l s o i n c l u d e s 
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a d d i t i o n a l i n f o r m a t i o n i n r e g a r d t o t h e income t o t h e depa r tmen t from 
t h e p r o d u c t i o n o f goods and s e r v i c e s and t h e c o s t t o t h e depa r tmen t 
f o r t h e goods and s e r v i c e s consumed. T h i s p r o c e d u r e r e q u i r e s no changes 
t o conform t o t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and manage­
ment . 
7 . Have t h e r e v i e w commiss ion r e - e v a l u a t e t h e p r i c e s o f goods and 
s e r v i c e s as r e q u e s t e d by depa r tmen t h e a d s . 
The t e c h n o l o g y o f h o s p i t a l p r o d u c t i o n s y s t e m s i s c h a n g i n g ( l a ) , 
t h e e x t e r n a l s o u r c e s o f demand and supp ly a r e c h a n g i n g ( 4 a , 5 a ) . I n 
o r d e r t o a d j u s t t o t h e s e demands, t h e i n t e r n a l o r g a n i z a t i o n and p r o c e ­
dures o f t h e h o s p i t a l a r e m o d i f i e d ( 4 b , 5 b ) . Changes a r e i n t r o d u c e d n o t 
o n l y i n t h e p r i c e s o f goods and s e r v i c e s , b u t a l s o i n t h e goods and 
s e r v i c e s t o b e made a v a i l a b l e and t h e a u t h o r i t i e s and r e s p o n s i b i l i t y o v e r 
t h e s e goods and s e r v i c e s . The s e r v i c e s commiss ion s h o u l d c o n s i d e r a d d i ­
t i o n s , d e l e t i o n s , and m o d i f i c a t i o n s a s recommended by depa r tmen t h e a d s . 
T h i s p r o c e d u r e i s c o m p a t i b l e w i th t h e c h a r a c t e r i s t i c s o f h o s p i t a l 
o r g a n i z a t i o n and management and i s r e t a i n e d . 
Sequence and Focus 
In a d d i t i o n t o t h e above e x a m i n a t i o n o f each o f t h e p r o c e d u r a l 
s t e p s , t h e o v e r a l l s e q u e n c e o f t h e s t e p s and t h e f o c u s o f t h e p r o j e c t can 
be examined i n v iew o f t h e c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and 
management. The i n i t i a l p r o c e d u r e s f o c u s on two p r i m a r y f a c t o r s a s 
a g e n t s o f c o o r d i n a t i o n , p r i c e s and consumer s o v e r e i g n t y . Tha t consumer 
s o v e r e i g n t y i s i n c o n f l i c t w i t h s e v e r a l o f t h e c h a r a c t e r i s t i c s o f h o s ­
p i t a l o r g a n i z a t i o n and management has been n o t e d above and changes i n 
t h e p r o c e d u r e s have been s u g g e s t e d . 
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The r a t e a t which h o s p i t a l managers can a s s i m i l a t e such management 
t e c h n i q u e s as a program o f c o o r d i n a t i o n d i f f e r s among h o s p i t a l s , and a 
m a j o r p o r t i o n o f t h i s d i f f e r e n c e i s t i m e a v a i l a b i l i t y ( 9 ) . With t h e 
f o c u s on p r i c e s a s a means o f c o o r d i n a t i o n , i t a p p e a r s t h a t a l l o f t h e 
i n i t i a l p r o c e d u r e s th rough p r o c e d u r e number 6 must be implemented b e f o r e 
a h o s p i t a l a c h i e v e s m e a n i n g f u l r e s u l t s . Imp lemen t ing a l l p r o c e d u r e s can 
r e q u i r e s e v e r a l y e a r s i n some h o s p i t a l s . To w a i t f o r s e v e r a l y e a r s f o r 
t h e a c h i e v e m e n t o f m e a n i n g f u l r e s u l t s would i n h i b i t t h e i m p l e m e n t a t i o n o f 
t h i s program i n many h o s p i t a l s . 
One way t o a l l e v i a t e t h i s d i f f i c u l t y i s t o r e d u c e t h e emphas i s on 
p r i c e s and t o emphas ize goods and s e r v i c e s . The s e q u e n c e o f t h e s t e p s 
can be r e a r r a n g e d so t h a t each s t e p i s a s e p a r a t e p r o j e c t w h i c h , e x c e p t 
f o r s e q u e n c e , i s c o n d u c t e d i n d e p e n d e n t l y o f t h e o t h e r s t e p s i n t h e 
p r o j e c t . Each o f t h e s e s t e p s , o r s m a l l p r o j e c t s , s h o u l d have s p e c i f i c 
end r e s u l t s w i th v a l u e t o h o s p i t a l m a n a g e r s . 
One way t o do t h i s would b e t o a r r a n g e t h e s t e p s such t h a t t h e y 
form s t e p s i n t h e a c t o f c o o r d i n a t i o n . In g e n e r a l t e r m s , c o o r d i n a t i o n 
can be d e f i n e d a s t h e a c t o f a r r a n g i n g r e l a t i o n s among u n l i k e t h i n g s i n 
o r d e r t o p roduce a common a c t i o n o r e f f o r t . I n h o s p i t a l o r g a n i z a t i o n , 
t h e u n l i k e t h i n g s a r e d e p a r t m e n t s w i t h d i f f e r e n t t e c h n o l o g i e s ( l a ) . 
The p r i n c i p a l f o r m a l r e l a t i o n s among t h e s e d e p a r t m e n t s a r e goods and 
s e r v i c e s ( 2 ) . In s p e c i f i c t e r m s , c o o r d i n a t i n g goods and s e r v i c e s among 
h o s p i t a l depa r tmen t s c o n s i s t s o f t h r e e b a s i c s t e p s : 
1 . I d e n t i f y i n g t h e goods and s e r v i c e s t o be u s e d . 
2 . Making t h e goods and s e r v i c e s a v a i l a b l e . 
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3 . Caus ing t h e use o f goods and s e r v i c e s i n t h e p r o p e r 
amounts so a s t o e f f e c t i v e l y and e f f i c i e n t l y a c h i e v e 
t h e g o a l s o f t h e h o s p i t a l . 
P r o c e d u r e s th rough which h o s p i t a l managers can f o r m a l l y and 
s y s t e m a t i c a l l y a c c o m p l i s h t h e s e s t e p s as i n d e p e n d e n t , b u t s e q u e n t i a l , 
p r o j e c t s w i th m e a n i n g f u l end r e s u l t s a r e p r e s e n t e d i n t h e n e x t s e c t i o n 
o f t h i s c h a p t e r . These p r o c e d u r e s a l s o i n c o r p o r a t e t h e o t h e r m o d i f i c a ­
t i o n s s u g g e s t e d in t h i s s e c t i o n . 
Program o f C o o r d i n a t i o n 
Al though t h e p r o c e d u r e s f o r f o r m a l c o o r d i n a t i o n p r e s e n t e d i n t h i s 
s e c t i o n i n c o r p o r a t e t h e s u g g e s t i o n s d e v e l o p e d i n t h e p r e c e d i n g s e c t i o n , 
i t s h o u l d be n o t e d t h a t t h e s e a r e n o t t h e o n l y p r o c e d u r e s which c o u l d be 
d e v e l o p e d from t h e s u g g e s t i o n s . However, t h e p r o c e d u r e s deve loped i n 
t h i s program o f c o o r d i n a t i o n do conform t o t h e c h a r a c t e r i s t i c s o f h o s ­
p i t a l o r g a n i z a t i o n and management i d e n t i f i e d and d e s c r i b e d i n C h a p t e r I V . 
These p r o c e d u r e s a r e g e n e r a l , c o r r e s p o n d i n g t o t h e g e n e r a l c h a r a c ­
t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management. F o r i m p l e m e n t a t i o n 
i n a s p e c i f i c h o s p i t a l , more s p e c i f i c p r o c e d u r e s would be d e v e l o p e d t o 
c o r r e s p o n d t o t h e c h a r a c t e r i s t i c s o f t h e h o s p i t a l . 
B e g i n n i n g w i th t h e e s t a b l i s h m e n t o f a h o s p i t a l s e r v i c e s c o m m i s s i o n , 
t h e program o f c o o r d i n a t i o n p r o c e e d s a c c o r d i n g t o t h e t h r e e s t e p s o f 
c o o r d i n a t i o n i d e n t i f i e d i n t h e p r e c e d i n g s e c t i o n , i d e n t i f y i n g goods and 
s e r v i c e s , making goods and s e r v i c e s a v a i l a b l e , and c a u s i n g t h e use 
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o f t h e goods and s e r v i c e s in t h e p r o p e r amounts . 
E s t a b l i s h H o s p i t a l S e r v i c e s Commission 
The h o s p i t a l a d m i n i s t r a t o r forms and f o r m a l l y i n c o r p o r a t e s i n t o 
t h e h o s p i t a l management sy s t em a h o s p i t a l s e r v i c e s c o m m i s s i o n , composed 
o f r e p r e s e n t a t i v e s from t h e h o s p i t a l b o a r d , m e d i c a l s t a f f , p h y s i c i a n 
d e p a r t m e n t s , n u r s i n g d e p a r t m e n t s , and s e r v i c e d e p a r t m e n t s . T h i s commis­
s i o n i s c h a r g e d wi th t h e r e s p o n s i b i l i t y f o r d e v e l o p i n g and imp lemen t ing 
t h e program o f c o o r d i n a t i o n i n t h e h o s p i t a l . 
The a d m i n i s t r a t o r s h o u l d c o n s i d e r c o n s o l i d a t i n g t h e s e r v i c e s com­
m i s s i o n w i th some e x i s t i n g commi t t ee o f t h e management s y s t e m , F o r 
e x a m p l e , t h e s e r v i c e s commiss ion and t h e budge t commi t t ee might w e l l be 
t h e same g r o u p , s i n c e t h e work o f t h e s e r v i c e s commiss ion d e a l s w i t h 
s e v e r a l o f t h e p r e p a r a t o r y and fundamenta l a c t i v i t i e s t y p i c a l l y a s s i g n e d 
t o budge t c o m m i t t e e s . 
Such o r g a n i z a t i o n a l p r o c e d u r e s a s e l e c t i n g o r a p p o i n t i n g r e p r e ­
s e n t a t i v e s , t h e l e n g t h o f t e rm i n o f f i c e , and t h e f r e q u e n c y o f m e e t i n g s 
can b e d e v i s e d t o conform t o t h e c h a r a c t e r i s t i c o f a s p e c i f i c h o s p i t a l . 
Al though t h e commiss ion might meet f r e q u e n t l y du r ing t h e i n i t i a l s t e p s 
o f a program o f c o o r d i n a t i o n , once t h e goods and s e r v i c e s have been 
i d e n t i f i e d , t h e a u t h o r i t y and r e s p o n s i b i l i t i e s have been e s t a b l i s h e d , 
and t h e p r i c e s have been app roved , t h e commiss ion w i l l o n l y have t o meet 
p e r i o d i c a l l y t o c o n s i d e r changes as recommended by depar tment h e a d s . 
I f t h e commiss ion e l e c t s t o implement t h e n e x t s t e p i n t h e program 
o f c o o r d i n a t i o n , a p o r t i o n o f i t s f u n c t i o n s and p r o c e d u r e s w i l l be a s 
d e s c r i b e d i n t h a t s t e p . However, even i f t h e commiss ion e l e c t s n o t t o 
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implement t h e r e m a i n i n g s t e p s , i t can s e r v e a s a v a l u a b l e t o o l o f man­
agemen t , s e r v i n g a d m i n i s t r a n t s i n r e s o l v i n g d i s a g r e e m e n t s be tween d e p a r t ­
ment heads and r e l a t i n g d e p a r t m e n t a l goods and s e r v i c e s t o h o s p i t a l 
g o a l s . 
I f a h o s p i t a l e l e c t s t o move i n t o t h e program o f c o o r d i n a t i o n 
a f t e r t h e h o s p i t a l s e r v i c e s commiss ion becomes o p e r a t i o n a l , t h e f i r s t 
o f t h r e e s t e p s o f c o o r d i n a t i o n , i d e n t i f y i n g d e p a r t m e n t a l goods and 
s e r v i c e s , can b e i n i t i a t e d . 
I d e n t i f y D e p a r t m e n t a l Goods and S e r v i c e s 
Depar tment heads f o r m a l l y i d e n t i f y t h e goods and s e r v i c e s o f t h e 
p r o d u c t i o n s y s t e m s o f t h e i r d e p a r t m e n t s . The e x a c t f o r m a t and t h e l e v e l 
o f d e t a i l t o be i n c l u d e d can b e d e c i d e d by t h e commiss ion and depa r tmen t 
heads a s t h e y g a i n e x p e r i e n c e i n d e s c r i b i n g goods and s e r v i c e s . Examples 
o f one fo rma t and s e v e r a l d i f f e r e n t l e v e l s o f d e t a i l a r e i l l u s t r a t e d i n 
Appendix C. In g e n e r a l , t h e i d e n t i f i c a t i o n o f a s e r v i c e s h o u l d f o c u s on 
what t h e s e r v i c e does f o r t h e consumer , n o t t h e p r o c e d u r e s used i n p r o ­
v i d i n g t h e s e r v i c e . 
As depar tmen t heads i d e n t i f y goods and s e r v i c e s , t h e y a l s o i d e n ­
t i f y d i f f e r e n t i a l l e v e l s , o r v a r i a t i o n s i n such f a c t o r s a s q u a l i t y and 
t i m e l i n e s s , which a r e p e r m i s s i b l e f o r a good o r s e r v i c e . Each o f t h e s e 
l e v e l s w i l l be c o n s i d e r e d a s e p a r a t e s e r v i c e . 
The l i s t o f recommended goods and s e r v i c e s i s s u b m i t t e d t o t h e 
s e r v i c e s commiss ion f o r r e v i e w , a d j u s t m e n t , and a p p r o v a l . The g e n e r a l 
p r o c e d u r e s th rough which t h e s e r v i c e s commiss ion i d e n t i f i e s goods and 
s e r v i c e s a r e t o be used i n t h e two s u b s e q u e n t s t e p s o f t h e program o f 
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c o o r d i n a t i o n , s h o u l d a h o s p i t a l e l e c t t o c o n t i n u e t h e program th rough 
t h o s e s t e p s . The f o l l o w i n g p r o c e d u r e s o f t h e s e r v i c e s commiss ion w i l l be 
r e f e r r e d t o i n t h e s e c t i o n s o f t h i s c h a p t e r d e s c r i b i n g t h o s e two s t e p s . 
S e r v i c e s Commission P r o c e d u r e s . The l i s t o f recommended goods and 
s e r v i c e s s u b m i t t e d t o t h e s e r v i c e s commiss ion i s d u p l i c a t e d and d i s t r i b ­
u t e d t o a l l h o s p i t a l m a n a g e r s . A f t e r t h e members o f t h e commiss ion and 
t h e managers have had s u f f i c i e n t t i m e t o r e v i e w t h e goods and s e r v i c e s 
o f a few d e p a r t m e n t s , t h e commiss ion h o l d s a q u a s i - p u b l i c h e a r i n g and 
e n c o u r a g e s i n t e r e s t e d depar tmen t heads t o a t t e n d . At t h i s h e a r i n g , t h e 
head o f a p r o d u c i n g depar tment and t h e heads o f t h e d e p a r t m e n t s consuming 
t h e goods and s e r v i c e s o f t h e p r o d u c i n g depa r tmen t a r e i n y i t e d t o d i s c u s s 
t h o s e goods and s e r v i c e s . During and a f t e r t h e h e a r i n g , t h e commiss ion 
r e v i e w s t h e goods and s e r v i c e s , makes w h a t e v e r a d j u s t m e n t i t deems n e c e s ­
s a r y , and approves t h e goods and s e r v i c e s . The l i s t i s t hen s u b m i t t e d t o 
t h e a d m i n i s t r a t o r f o r f o r m a l a p p r o v a l and a d o p t i o n . These p r o c e d u r e s 
become an i t e r a t i v e p r o c e s s th rough which t h e goods and s e r v i c e s o f a 
h o s p i t a l a r e c o n t i n u a l l y m o d i f i e d t o r e f l e c t changes i n demand, t e c h ­
n o l o g y , and t h e needs and o r g a n i z a t i o n o f t h e h o s p i t a l . 
The c o m p l e t i o n o f t h e s e p r o c e d u r e s p r o v i d e s h o s p i t a l managers w i th 
a d e t a i l e d l i s t i n g o f a l l goods and s e r v i c e s o f a l l p r o d u c t i o n s y s t e m s . 
The f o r m a l i d e n t i f i c a t i o n o f goods and s e r v i c e s can be used by 
b o t h a d m i n i s t r a n t s and depa r tmen t h e a d s . S i n c e goods and s e r v i c e s a r e 
r e l a t e d t o h o s p i t a l g o a l s , and s i n c e a d m i n i s t r a n t s i d e n t i f y h o s p i t a l 
g o a l s , t h e y can use t h e above p r o c e d u r e t o r e l a t e goods and s e r v i c e s t o 
h o s p i t a l g o a l s . A d m i n i s t r a n t s , th rough t h e s e r v i c e s c o m m i s s i o n , can 
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e l i m i n a t e t h o s e goods and s e r v i c e s which do n o t complement g o a l s , r e a r ­
r a n g e o r combine goods and s e r v i c e s among d e p a r t m e n t s , so a s t o b e t t e r 
a c h i e v e g o a l s , and add t h o s e s e r v i c e s which a r e n e c e s s a r y i n o r d e r t o 
a s s u r e t h a t t h e goods and s e r v i c e s o f t h e d e p a r t m e n t s , i n t o t a l , a r e 
s u f f i c i e n t t o a c h i e v e t h e g o a l s . 
And i d e n t i f i c a t i o n o f d e p a r t m e n t a l goods and s e r v i c e s can b e used 
t o a s s i s t depa r tmen t h e a d s . Knowing what goods and s e r v i c e s a r e t o b e 
p roduced and what goods and s e r v i c e s a r e t o b e made a v a i l a b l e w i l l be o f 
v a l u e t o depar tmen t heads i n d e v e l o p i n g and imp lemen t ing p r o c e d u r e s w i t h i n 
t h e i r d e p a r t m e n t s . 
In a d d i t i o n t o t h e above u s e s , t h e c o m p l e t i o n o f t h e i d e n t i f i c a ­
t i o n o f d e p a r t m e n t a l goods and s e r v i c e s p r e p a r e s t h e way f o r t h e i m p l e ­
m e n t a t i o n o f t h e s e c o n d s t e p i n t h e program o f c o o r d i n a t i o n , i d e n t i f y i n g 
t h e a u t h o r i t y and r e s p o n s i b i l i t y o f b o t h t h e p r o d u c i n g depa r tmen t and t h e 
consuming depa r tmen t f o r e a c h o f t h e s e goods and s e r v i c e s . 
Al though i d e n t i f y i n g d e p a r t m e n t a l goods and s e r v i c e s i s a n e c e s ­
s a r y s t e p o f c o o r d i n a t i o n , i t does n o t p r o v i d e a mechanism f o r t r a n s f e r ­
r i n g goods and s e r v i c e s among d e p a r t m e n t s . There must be some a u t h o r i t y 
and r e s p o n s i b i l i t y in r e g a r d s t o t h e a v a i l a b i l i t y o f goods and s e r v i c e s . 
I f a h o s p i t a l e l e c t s t o c o n t i n u e t h i s program o f c o o r d i n a t i o n , t h e n e x t 
s t e p d e a l s w i t h a u t h o r i t y and r e s p o n s i b i l i t y . 
E s t a b l i s h A u t h o r i t y and R e s p o n s i b i l i t y 
Al though a u t h o r i t y o v e r t h e o p e r a t i o n s o f t h e p r o d u c t i o n s y s t e m s 
i n each depa r tmen t has a c l e a r and u n m i s t a k a b l e l i n e up th rough t h e 
s u p e r v i s o r t o t h e depar tmen t head and up th rough a s e r i e s o f a d m i n i s t r a n t s 
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t o t h e b o a r d o f d i r e c t o r s , t h e r e i s n o t a c o r r e s p o n d i n g p r e c i s e l i n e o f 
a u t h o r i t y and r e s p o n s i b i l i t y i n r e g a r d t o t h e goods and s e r v i c e s t r a n s ­
f e r r e d among p r o d u c t i o n s y s t e m s i n t h e d i f f e r e n t d e p a r t m e n t s . These 
a u t h o r i t i e s and r e s p o n s i b i l i t i e s a r e deve loped i n t h i s s t e p . 
The heads o f t h e d e p a r t m e n t s p r o p o s e , f o r e ach o f t h e goods and 
s e r v i c e s o f t h e i r d e p a r t m e n t s , t h e a u t h o r i t i e s and r e s p o n s i b i l i t i e s o f 
t h e p r o d u c i n g depa r tmen t and t h e a u t h o r i t i e s and r e s p o n s i b i l i t i e s o f t h e 
consumer d e p a r t m e n t . Al though t h e e x a c t fo rma t and t h e amount o f d e t a i l 
r e q u i r e d i n t h e s e p r o p o s a l s w i l l b e e s t a b l i s h e d a f t e r h o s p i t a l s have 
a c q u i r e d e x p e r i e n c e i n d e f i n i n g them, g e n e r a l l y t h e a u t h o r i t y and 
r e s p o n s i b i l i t y w i l l be i d e n t i f i e d f o r r e l e v a n t f a c t o r s , such a s o r d e r i n g 
t h e s e r v i c e , d e l i v e r i n g t h e s e r v i c e , a c c e p t i n g t h e s e r v i c e , and s p e c i f y ­
i n g t h e t i m e o f d e l i v e r y , method o f d e l i v e r y , and q u a l i t y . These p r o ­
posed a u t h o r i t i e s and r e s p o n s i b i l i t i e s a r e s u b m i t t e d t o t h e s e r v i c e s 
commiss ion f o r p r o c e s s i n g th rough t h e g e n e r a l p r o c e d u r e s used i n i d e n t i ­
f y i n g t h e goods and s e r v i c e s a s d e s c r i b e d i n t h e p r e c e d i n g s e c t i o n . 
T h i s s t e p p roduces a l i s t o f a u t h o r i z e d r e s p o n s i b i l i t i e s and 
a u t h o r i t i e s f o r each o f t h e goods and s e r v i c e s o f t h e h o s p i t a l . F o r 
e x a m p l e , a n u r s i n g s e r v i c e depa r tmen t may have t h e a u t h o r i t y t o o r d e r a 
s p e c i a l c l e a n i n g s e r v i c e from h o u s e k e e p i n g . However, h o u s e k e e p i n g may 
have t h e a u t h o r i t y t o d e l i v e r , w i t h o u t o r d e r s from n u r s i n g s e r v i c e , t h e 
s e r v i c e t o c l e a n rooms a f t e r p a t i e n t s v a c a t e them, and n u r s i n g s e r v i c e 
may have t h e r e s p o n s i b i l i t y t o s e e t h a t such s e r v i c e s a r e d e l i v e r e d . 
T h u s , w i th t h e c o m p l e t i o n o f t h i s s e c o n d s t e p i n t h e program o f 
c o o r d i n a t i o n , a h o s p i t a l would have a c o m p l e t e l i s t o f a l l t h e 
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d e p a r t m e n t a l goods and s e r v i c e s and t h e o f f i c i a l a u t h o r i t y and r e s p o n s i ­
b i l i t y f o r b o t h t h e p r o d u c e r and consumer f o r e a c h o f t h e s e goods and 
s e r v i c e s . The n e x t s t e p in t h i s program o f c o o r d i n a t i o n i s t o c a u s e t h e 
use o f t h e goods and s e r v i c e s in t h e p r o p e r amounts so as t o e f f e c t i v e l y 
and e f f i c i e n t l y a c h i e v e h o s p i t a l g o a l s . 
Cause E f f e c t i v e and E f f i c i e n t Use 
I d e n t i f y i n g t h e goods and s e r v i c e s o f d e p a r t m e n t s a s s i s t s i n 
c l a r i f y i n g r e l a t i o n s among d e p a r t m e n t s . E s t a b l i s h i n g t h e a u t h o r i t i e s and 
r e s p o n s i b i l i t i e s f o r each o f t h e s e goods and s e r v i c e s w i l l f u r t h e r 
c l a r i f y r e l a t i o n s among d e p a r t m e n t s , Bu t n e i t h e r o f t h e s e two s t e p s 
p r o v i d e i n f o r m a t i o n which w i l l c a u s e depar tmen t heads t o use t h e goods 
and s e r v i c e s o f t h e depa r tmen t in t h e p r o p e r amounts . One approach t o 
t h i s t a s k i s t o v a l u e each o f t h e goods and s e r v i c e s and a c c o u n t f o r t h e 
t r a n s a c t i o n s . (With a c c o u n t i n g , t h i s v a l u e becomes p r i c e . ) V a l u i n g t h e 
goods and s e r v i c e s g i v e s t h e depar tmen t head i n f o r m a t i o n w i t h which t o 
c o n s i d e r a l t e r n a t i v e s . A c c o u n t i n g f o r t h e t r a n s a c t i o n c a u s e s t h e f i s c a l 
r e s u l t s o f h i s d e c i s i o n s t o be r e p o r t e d . 
The g e n e r a l p r o c e d u r e s i n t r o d u c e d t o a c c o m p l i s h e v a l u a t i o n and 
a c c o u n t i n g a r e d i s c u s s e d i n t h r e e s e c t i o n s : v a l u i n g goods and s e r v i c e s , 
s i m u l a t i n g t r a n s a c t i o n s in o r d e r t o l e a r n more abou t i n t e r a c t i o n and t o 
a c q u a i n t depar tment heads w i th c h a r g e s f o r i n t e r a c t i o n , and a c c o u n t i n g 
f o r t r a n s a c t i o n s . Each o f t h e s e i s a s e p a r a t e , b u t s e q u e n t i a l , p r o j e c t 
w i th a v a l u a b l e end r e s u l t . 
V a l u i n g Goods and S e r v i c e s . Each depar tment head u t i l i z e s wha t ­
e v e r r e s o u r c e s a r e a v a i l a b l e t o h e l p him e s t i m a t e a v a l u e f o r each good 
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and each s e r v i c e such t h a t t h e sum o v e r a l l goods and s e r v i c e s o f t h e 
v a l u e m u l t i p l i e d by t h e e s t i m a t e d a n n u a l demand e q u a l s t h e e s t i m a t e d 
a n n u a l c o s t o f o p e r a t i n g h i s d e p a r t m e n t . S i n c e t h e d i f f e r e n t i a l l e v e l s 
o f s e r v i c e which a r e a v a i l a b l e a r e c o n s i d e r e d a s s e p a r a t e s e r v i c e s , t h e y 
a r e a l s o v a l u e d . 
These v a l u e s a r e a c t u a l l y e s t i m a t e s o f t h e f u l l c o s t s o f t h e goods 
and s e r v i c e s , and s i n c e t h e d e t e r m i n a t i o n o f f u l l c o s t i s a h i g h l y s u b ­
j e c t i v e p r o c e s s , f o r e x a m p l e , depends t o a c o n s i d e r a b l e d e g r e e upon t h e 
a l l o c a t i o n o f a d m i n i s t r a t i v e c o s t s , t h e s e c o s t s must b e r e v i e w e d and 
approved . A g a i n , t h e p r o c e d u r e s o f t h e s e r v i c e s commiss ion a r e a v a i l ­
a b l e . As d e s c r i b e d i n t h e i d e n t i f i c a t i o n o f t h e goods and s e r v i c e s , t h e 
s e r v i c e s commiss ion r e v i e w s , a d j u s t s , and approves c h a r g e s and s u b m i t s 
t h e l i s t o f v a l u e s t o t h e a d m i n i s t r a t o r . 
A f t e r a p p r o v a l and a d o p t i o n by t h e a d m i n i s t r a t o r , t h e p u b l i s h e d 
l i s t p r o v i d e s h o s p i t a l managers w i t h t h e o f f i c i a l v a l u e f o r each good and 
s e r v i c e o f each d e p a r t m e n t . 
O f f i c i a l v a l u e s o f d e p a r t m e n t a l goods and s e r v i c e s can b e used by 
a d m i n i s t r a n t s i n r e l a t i n g goods and s e r v i c e s t o g o a l s , i d e n t i f y i n g c h a r g e s 
f o r goods and s e r v i c e s p r o v i d e d t o p a t i e n t s , and i d e n t i f y i n g t h e f u l l 
c o s t s o f each d e p a r t m e n t . And depar tmen t heads can use t h e i n f o r m a t i o n 
i n s e l e c t i n g goods and s e r v i c e s from o t h e r depa r tmen t s and d e v e l o p i n g 
d e p a r t m e n t a l b u d g e t s . 
With t h e i d e n t i f i c a t i o n o f t h e goods and s e r v i c e s , t h e e s t a b l i s h ­
ment o f t h e a u t h o r i t y and t h e r e s p o n s i b i l i t y , and t h e v a l u i n g o f goods 
and s e r v i c e s , i t i s p o s s i b l e t o b e g i n a c c o u n t i n g f o r goods and s e r v i c e s . 
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However, one i n t e r m e d i a t e s t e p i s mod i fy ing b u d g e t s . 
Modi fy ing B u d g e t s . T r a d i t i o n a l d e p a r t m e n t a l b u d g e t s do n o t i n ­
c l u d e t h e c o s t s o f d e p r e c i a t i o n and t h e c o s t s o f t h e goods and s e r v i c e s 
from o t h e r d e p a r t m e n t s . Each d e p a r t m e n t a l b u d g e t s h o u l d b e m o d i f i e d s o 
a s t o i n c l u d e t h e s e c o s t s . One s o u r c e o f t h e c o s t o f d e p r e c i a t i o n and 
t h e c o s t o f d e p a r t m e n t a l goods and s e r v i c e s a r e t h e f i s c a l p r o c e d u r e s 
d e a l i n g w i t h t h e e s t a b l i s h m e n t o f t h e f u l l c o s t o f o p e r a t i n g d e p a r t m e n t s , 
as d i s c u s s e d i n Characteristic 7a. 
I f a l a r g e - s c a l e e l e c t r o n i c computer i s a v a i l a b l e , an e f f e c t i v e 
method f o r i n v o l v i n g depar tmen t heads i n t h e g e n e r a t i o n o f t h e s e d a t a 
i s t o use t h e computer a s a means o f s i m u l a t i n g t h e i n t e r a c t i o n s and 
comput ing t h e r e s u l t a n t income and e x p e n s e s t o a l l t h e d e p a r t m e n t s . As 
i n p u t t o t h e s i m u l a t i o n , e a c h depar tmen t head e s t i m a t e s t h e annua l c o s t s 
o f e m p l o y e e s , s u p p l i e s , and d e p r e c i a t i o n . In a d d i t i o n , e a c h depa r tmen t 
head e s t i m a t e s , f o r e ach o f t h e consuming d e p a r t m e n t s , t h e a n n u a l volume 
o f t h e goods and s e r v i c e s o f h i s depar tmen t o v e r which he has a u t h o r i t y . 
And, f i n a l l y , e ach depar tmen t head e s t i m a t e s t h e volume o f goods and 
s e r v i c e s t h a t he o r d e r s from o t h e r d e p a r t m e n t s . 
The s i m u l a t i o n program m a n i p u l a t e s t h e d a t a and p r o v i d e s o u t p u t 
t o e a c h depar tmen t showing t h e income from each depar tmen t a s t h e r e s u l t 
o f t h e p r o d u c e r s ' d e c i s i o n s t o p r o v i d e s e r v i c e s t o t h e consumer and a s a 
r e s u l t o f t h e c o n s u m e r s ' d e c i s i o n s t o a c q u i r e goods and s e r v i c e s o f h i s 
d e p a r t m e n t . The ou tpu t a l s o p r e s e n t s t h e e x p e n s e s f o r each depa r tmen t 
i n c l u d i n g p e r s o n n e l , s u p p l i e s , d e p r e c i a t i o n , and t h e c o s t s o f t h e goods 
and s e r v i c e s which t h e p r o d u c e r had t h e a u t h o r i t y t o s u p p l y , and t h e c o s t s 
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o f t h e goods and s e r v i c e s which t h e consumer had t h e a u t h o r i t y t o o r d e r . 
A f t e r t h e depa r tmen t heads have had t i m e t o r e v i e w t h e ou tpu t and d i s ­
c u s s t h e i n t e r a c t i o n s among t h e d e p a r t m e n t s , t h e s i m u l a t i o n p r o c e s s can 
be r e p e a t e d w i th t h e depar tmen t v a r y i n g t h e i r i n p u t . A f t e r s e v e r a l such 
s i m u l a t i o n s , t h e depar tment heads w i l l a c q u i r e some e x p e r i e n c e w i th 
i n t e r a c t i o n s and a c c o u n t i n g f o r i n t e r a c t i o n s and t h e r e s u l t i n g c o s t and 
income produced by t h e s i m u l a t i o n w i l l r e f l e c t t h i s e x p e r i e n c e . T h u s , 
s i m u l a t i o n p r o v i d e s a means by which t o a c q u a i n t depa r tmen t heads w i t h 
i n t e r a c t i o n s and t o deve lop i n f o r m a t i o n wi th which t o modify t h e budge t 
t o i n c l u d e t h e f u l l c o s t s o f d e p a r t m e n t a l o p e r a t i o n . 
A c c o u n t i n g f o r T r a n s a c t i o n s . B e f o r e a c t u a l l y a c c o u n t i n g f o r 
t r a n s a c t i o n s th rough t h e f i s c a l p r o c e d u r e s o f t h e h o s p i t a l , i t i s r e com­
mended t h a t a design phase be implemented i n o r d e r t o a c q u i r e e x p e r i e n c e 
i n a c c o u n t i n g f o r , and i n f o r m a t i o n a b o u t , t h e t r a n s a c t i o n s among d e p a r t ­
m e n t s . During t h i s p h a s e , v a r i o u s methods o f a c c o u n t i n g f o r t r a n s a c t i o n s 
a r e s t u d i e d and t e s t e d . R e l a t i o n s h i p s be tween t r a n s a c t i o n s and o t h e r 
s t a t i s t i c a l d a t a c u r r e n t l y b e i n g a c q u i r e d by t h e f i s c a l p r o c e d u r e s a r e 
examined . The d e s i g n phase p r o d u c e s p r o c e d u r e s f o r i n c o r p o r a t i n g t h e 
t r a n s a c t i o n among depa r tmen t s i n t o t h e f i s c a l p r o c e d u r e s . 
With t h e d e s i g n work c o m p l e t e d , t h e f i s c a l p r o c e d u r e s o f t h e h o s ­
p i t a l a r e m o d i f i e d so as t o i n c l u d e t h e t r a n s a c t i o n s among d e p a r t m e n t s . 
The c h a r t o f a c c o u n t s o f t h e h o s p i t a l i s expanded t o i n c l u d e a c c o u n t s f o r 
d e p a r t m e n t a l income from s e r v i c e s and d e p a r t m e n t a l e x p e n s e s f o r s e r v i c e s 
from o t h e r d e p a r t m e n t s . P r o c e d u r e s f o r r o u t i n e l y r e c o r d i n g t h e t r a n s f e r 
o f goods and s e r v i c e s be tween depa r tmen t s and t o accommodate t h e a u t h o r i t y 
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and r e s p o n s i b i l i t y o f b o t h t h e head o f t h e p r o d u c e r d e p a r t m e n t s and t h e 
head o f t h e consumer d e p a r t m e n t s i s imp lemen ted . Monthly d e p a r t m e n t a l 
f i n a n c i a l s t a t e m e n t s a r e p r e p a r e d and d i s t r i b u t e d which i n c l u d e t h e 
income from and t h e e x p e n s e s f o r t h e s e r v i c e s exchanged among t h e 
d e p a r t m e n t s , a s w e l l a s t h e o t h e r c o s t s a s s o c i a t e d w i th o p e r a t i n g t h e 
d e p a r t m e n t . 
The v a l u e o f t h e t r a n s a c t i o n s among d e p a r t m e n t s and o t h e r c o s t s 
i s o r g a n i z e d i n t o a m a s t e r i n p u t - o u t p u t t a b l e and a c o e f f i c i e n t t a b l e , 
and an i n v e r s e c o e f f i c i e n t t a b l e i s computed. The r e s u l t s o f t h e s e 
c o m p u t a t i o n s w i l l be d i s t r i b u t e d t o h o s p i t a l managers f o r use i n such 
programs a s e v a l u a t i o n o f d e p a r t m e n t a l e f f i c i e n c y , e x p a n s i o n p l a n s , bud­
g e t p r e p a r a t i o n , and t h e p r i c i n g o f h o s p i t a l s e r v i c e s . 
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CHAPTER VI 
CONCLUSIONS AND RECOMMENDATIONS 
C o n c l u s i o n s 
The t h r e e g e n e r a l c o n c l u s i o n s drawn from t h i s i n v e s t i g a t i o n a r e : 
1 . C h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management can be 
i d e n t i f i e d . 
I n c l u d i n g t h e a u x i l i a r y c h a r a c t e r i s t i c s , 23 c h a r a c t e r i s t i c s o f 
h o s p i t a l o r g a n i z a t i o n and management which c o n t r i b u t e t o t h e need f o r , 
and i n f l u e n c e t h e d e s i g n o f , p r o c e d u r e s th rough which h o s p i t a l managers 
f o r m a l l y c o o r d i n a t e d e p a r t m e n t a l goods and s e r v i c e s a r e i d e n t i f i e d i n 
t h i s i n v e s t i g a t i o n . These c h a r a c t e r i s t i c s p e r t a i n t o t h e f o l l o w i n g g e n ­
e r a l e l e m e n t s o f h o s p i t a l o r g a n i z a t i o n and management: 
1 . O r g a n i z a t i o n . 
2 . R e l a t i o n s among d e p a r t m e n t s . 
3 . T e c h n o l o g i c a l t heme . 
4 . O r g a n i z a t i o n a l p o s i t i o n s . 
5 . F i s c a l p r o c e d u r e s . 
2 . The c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management i n d i c a t e 
t h a t t h e r e i s a need f o r f o r m a l c o o r d i n a t i o n o f d e p a r t m e n t a l goods 
and s e r v i c e s and t h a t t h i s need i s n o t b e i n g m e t . 
The c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management p e r ­
t a i n i n g t o o r g a n i z a t i o n and r e l a t i o n s among d e p a r t m e n t s i n d i c a t e t h a t 
h o s p i t a l s a r e c o m p l i c a t e d s e t s o f complex and c h a n g i n g t e c h n o l o g i e s w i th 
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i n t r i c a t e and v a r i a b l e i n t e r a c t i o n s o f goods and s e r v i c e s and t h a t t h e s e 
i n t e r a c t i o n s a r e e s s e n t i a l t o t h e a c h i e v e m e n t o f t h e m a j o r g o a l o f h o s ­
p i t a l s . Thus , t h e s e c h a r a c t e r i s t i c s i l l u s t r a t e an env i ronmen t s u i t a b l e 
f o r , and a need f o r , p r o c e d u r e s th rough which managers f o r m a l l y c o o r d i ­
n a t e d e p a r t m e n t a l goods and s e r v i c e s . 
The d e s c r i p t i o n s o f c h a r a c t e r i s t i c s p e r t a i n i n g t o t h e p r i m a r y 
f u n c t i o n s o f p o t e n t i a l a g e n t s o f c o o r d i n a t i o n , t e c h n o l o g i c a l t h e m e , 
o r g a n i z a t i o n a l p o s i t i o n s , and f i s c a l p r o c e d u r e s , do n o t r e v e a l f u n c t i o n s 
d e a l i n g d i r e c t l y , r o u t i n e l y , and f o r m a l l y w i th t h e c o o r d i n a t i o n o f goods 
and s e r v i c e s among d e p a r t m e n t s . 
3 . C h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management can be used 
i n t h e deve lopment o f a c o n f o r m a b l e program o f c o o r d i n a t i o n . 
The c h a r a c t e r i s t i c s o f h o s p i t a l o r g a n i z a t i o n and management were 
used i n t h i s i n v e s t i g a t i o n i n t h e deve lopment o f a program o f c o o r d i n a ­
t i o n which i n c l u d e s p r a c t i c a l p r o c e d u r e s f o r c o o r d i n a t i n g d e p a r t m e n t a l 
goods and s e r v i c e s and which conforms t o t h e c h a r a c t e r i s t i c s . The p r o ­
gram o f c o o r d i n a t i o n c o n s i s t s o f t h e f o l l o w i n g s e q u e n t i a l s t e p s o r 
p r o j e c t s , each o f which p r o d u c e s a s p e c i f i c r e s u l t : 
1 . E s t a b l i s h a h o s p i t a l s e r v i c e s c o m m i s s i o n . 
2 . I d e n t i f y d e p a r t m e n t a l goods and s e r v i c e s , 
3 . E s t a b l i s h t h e a u t h o r i t y and r e s p o n s i b i l i t y f o r each 
good and f o r each s e r v i c e . 
4 . Value goods and s e r v i c e s . 
5 . Modify b u d g e t s , 
6 . Account f o r t r a n s a c t i o n s . 
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Recommendat ions 
The p r i n c i p a l f o r m a l r e l a t i o n s among h o s p i t a l d e p a r t m e n t s a r e 
goods and s e r v i c e s . The m a j o r g o a l o f h o s p i t a l s i s a c h i e v e d th rough 
d e p a r t m e n t a l goods and s e r v i c e s . Y e t , v e r y l i t t l e i n f o r m a t i o n has b e e n 
p u b l i s h e d abou t t h e s e goods and s e r v i c e s . 
I t i s recommended t h a t a r e s e a r c h o r g a n i z a t i o n conduc t a p r o j e c t 
t o i d e n t i f y , d e s c r i b e , and c a t a l o g u e t h e goods and s e r v i c e s o f h o s p i t a l 
d e p a r t m e n t s . Al though d e s i g n i s n o t t h e i n t e n t o f t h i s r ecommenda t ion , 
t h e n a t u r e o f such a p r o j e c t i s i n d i c a t e d i n t h e f o l l o w i n g s t e p s : 
1 . Conduct a s t udy i n a few h o s p i t a l s t o expand t h e i d e n t i f i ­
c a t i o n o f goods and s e r v i c e s o f t h i s i n v e s t i g a t i o n . The 
s p e c i f i c a t i o n s o f e a c h o f t h e goods and s e r v i c e s would 
i n c l u d e r e l e v a n t f a c t o r s , such a s t h e a u t h o r i t y and 
r e s p o n s i b i l i t y o f t h e p r o d u c e r , a u t h o r i t y and r e s p o n s i ­
b i l i t y o f t h e consumer , q u a l i t y , and t i m e l i n e s s . 
2 . Using t h e above i n f o r m a t i o n , p r e p a r e a q u e s t i o n n a i r e 
s o l i c i t i n g i n f o r m a t i o n abou t depa r tmen t goods and 
s e r v i c e s , and d i s t r i b u t e t h e q u e s t i o n n a i r e t o s e l e c t e d 
depar tmen t h e a d s . 
3 . O r g a n i z e t h e r e s u l t s , p u b l i s h a s e r i e s o f a r t i c l e s , 
p e r h a p s one p e r month p e r d e p a r t m e n t , i n a n a t i o n a l 
p u b l i c a t i o n , and s o l i c i t a d d i t i o n a l i n f o r m a t i o n from 
t h e r e a d e r s . 
4 . C a t a l o g u e t h e r e s u l t s , p e r h a p s by h o s p i t a l s i z e . 
One use o f such a c a t a l o g u e can b e i l l u s t r a t e d i n one a d d i t i o n a l 
recommended p r o j e c t . Al though h o s p i t a l g o a l s a r e r e l a t e d t o d e p a r t m e n t a l 
goods and s e r v i c e s , and d e p a r t m e n t a l goods and s e r v i c e s a r e r e l a t e d t o 
d e p a r t m e n t a l b u d g e t s , n o t much i n f o r m a t i o n has been p u b l i s h e d abou t t h e s e 
r e l a t i o n s h i p s . Moss i n d i c a t e d t h i s l a c k o f i n f o r m a t i o n when he w r o t e 
t h a t "A budge t can s e r v e t o s t i m u l a t e a l l p a r t i e s [ m a n a g e r s ] t o r e d e f i n e 
1 5 1 
t h e g o a l s o f t h e i n s t i t u t i o n [ h o s p i t a l ] . . . " Bu t be tween g o a l s and 
b u d g e t s a r e d e p a r t m e n t a l goods and s e r v i c e s . I f such goods and s e r v i c e s 
have been c a t a l o g u e d , t h e n an a d d i t i o n a l p r o j e c t can be u n d e r t a k e n t o 
d e t e r m i n e t h e n a t u r e o f t h e r e l a t i o n s h i p s among g o a l s and d e p a r t m e n t a l 
goods and s e r v i c e s , and among d e p a r t m e n t a l goods and s e r v i c e s and 
d e p a r t m e n t a l b u d g e t s . I f t h e s e r e l a t i o n s can be d e t e r m i n e d , t h e n h o s ­
p i t a l g o a l s can b e decomposed i n t o d e p a r t m e n t a l goods and s e r v i c e s , which 
can be decomposed i n t o d e p a r t m e n t a l b u d g e t s , i n c l u d i n g t h e i n t e r a c t i o n s 
among d e p a r t m e n t s . 
Moss , op. oit.3 p . 3 2 1 . 
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APPENDIX B 
B - l . INITIAL DEFINITIONS 
I d e n t i f i c a t i o n o f t h e Inpu t S e r v i c e s o f a Depar tment 
The depa r tmen t head s h o u l d c a r e f u l l y c o n s i d e r t h e work o f e v e r y o t h e r 
h o s p i t a l depar tmen t i n view o f t h e q u e s t i o n : What s e r v i c e s does t h i s 
depa r tmen t p r o v i d e f o r my depa r tmen t? I f t h i s depar tmen t d id n o t e x i s t , 
what a d d i t i o n a l work would be added t o t h e p r e s e n t work load i n h i s 
d e p a r t m e n t ? F o r e x a m p l e , i f t h e b u s i n e s s o f f i c e d id n o t w r i t e pay c h e c k s 
and m a i n t a i n pay r e c o r d s , t h i s o f f i c e work c o u l d b e pe r fo rmed i n each 
d e p a r t m e n t . I f h o u s e k e e p i n g d id n o t c l e a n p a t i e n t r ooms , each n u r s i n g 
u n i t c o u l d add t h i s c l e a n i n g work t o t h e work o f t h e n u r s i n g s t a f f . 
I d e n t i f i c a t i o n o f t h e Output S e r v i c e s o f a Depar tment 
The depa r tmen t head s h o u l d c a r e f u l l y c o n s i d e r t h e work o f each employee 
i n t h e depa r tmen t and i d e n t i f y t h e s e r v i c e s which a r e p r o v i d e d by t h e 
work and t h e consumer depar tment f o r which t h e s e r v i c e i s p r o v i d e d . 
Hospital Departments: A h o s p i t a l depa r tmen t i s a f u n c t i o n a l d i v i s i o n o f 
h o s p i t a l a d m i n i s t r a t i o n i n which t h e p e o p l e and t h e f a c i l i t i e s r e q u i r e d 
t o pe r fo rm c e r t a i n r e l a t e d a c t i v i t i e s a r e p l a c e d under t h e d i r e c t i o n o f 
one p e r s o n , c a l l e d t h e depar tmen t h e a d , who i s r e s p o n s i b l e f o r t h e 
a c h i e v e m e n t o f h o s p i t a l p o l i c y i n r e g a r d t o t h e a c t i v i t i e s o f t h e d e p a r t ­
ment and who i s g i v e n c e r t a i n a u t h o r i t y i n d e v e l o p i n g t h e t a c t i c s th rough 
which h o s p i t a l p o l i c y i s a c h i e v e d . A depa r tmen t may be formed f o r such 
r e a s o n s a s : t o a c h i e v e e c o n o m i c s o f o p e r a t i o n s , t o a c h i e v e c o n t r o l o f 
t h e a c t i v i t i e s , t o be " l i k e " o t h e r h o s p i t a l s , and t o a d j u s t t h e o r g a n i ­
z a t i o n t o t h e p e r s o n a l i t i e s o f p e r s o n s i n h o s p i t a l management. 
The d e p a r t m e n t s i n Holy Fami ly H o s p i t a l a r e : 
1 . A d m i n i s t r a t i o n 9 . 4 t h F l o o r 1 7 . O p e r a t i n g Room 
2 . B u s i n e s s O f f i c e 10 . Housekeep ing 1 8 . P e d i a t r i c s 
CO
 
C e n t r a l S e r v i c e 1 1 . I n t e n s i v e Care 1 9 . P e r s o n n e l 
4 . D e l i v e r y Room 1 2 . C l i n i c a l L a b . 2 0 . Pharmacy 
5 . D i e t a r y 1 3 . M a i n t e n a n c e - E n g . 2 1 . P u r c h a s i n g 
6 . Emergency Room 1 4 . M e d i c a l R e c o r d s 2 2 . R a d i o l o g y 
7 . 2nd F l o o r 15 . Nur s ing S e r v i c e 2 3 . R e c o v e r y Room 
• 
CO 3rd F l o o r 1 6 . O b s t e t r i c s 2 4 . E . K . G . 
Producer Department: A p r o d u c e r depar tment i s a depar tmen t which p r o v i d e s 
a s e r v i c e f o r a n o t h e r d e p a r t m e n t . F o r e x a m p l e , t h e h o u s e k e e p i n g 
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depa r tmen t i n c l e a n i n g a p a t i e n t ' s room p r o v i d e s a s e r v i c e f o r t h e 
n u r s i n g u n i t . 
Consumer Department: A consumer depar tmen t i s a depar tmen t which 
u t i l i z e s t h e s e r v i c e o f a n o t h e r d e p a r t m e n t . F o r e x a m p l e , t h e h o u s e k e e p ­
i n g depa r tmen t u t i l i z e d t h e s e r v i c e s o f t h e m a i n t e n a n c e depa r tmen t t o 
m a i n t a i n h o u s e k e e p i n g e q u i p m e n t . 
Service: A s e r v i c e i s work done f o r a p a t i e n t i n one depa r tmen t f o r 
a n o t h e r d e p a r t m e n t . 
Input Services: I n p u t s e r v i c e s a r e t h o s e s e r v i c e s which a r e p r o v i d e d f o r 
a consumer d e p a r t m e n t . 
Output Services: Output s e r v i c e s a r e t h o s e s e r v i c e s which a r e p r o v i d e d 
by a p r o d u c e r d e p a r t m e n t . 
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B - 2 . GUIDE FOR THE COLLECTION OF SERVICE DATA 
FOR EACH SERVICE 
( I n p u t and Outpu t ) F e b r u a r y 1 9 6 7 
Who d e c i d e s t h a t t h i s s e r v i c e i s t o be p r o v i d e d by ( f o r ) a n o t h e r 
d e p a r t m e n t ? (Name and T i t l e ) 
a . Consumer depa r tmen t head 
b . Consumer depar tment employee 
c . P r o d u c e r depar tment head 
d. P r o d u c e r depar tment employee 
e . H o s p i t a l a d m i n i s t r a t i o n 
f . N e g o t i a t i o n be tween _ ^ and 
g . O the r Name i 
How i s t h e s e r v i c e r e q u e s t i n i t i a t e d ? ( B r i e f d e s c r i p t i o n , copy o f 
f o r m s , e t c . ) 
a . Te l ephone c a l l 
b . Formal w r i t t e n n o t i c e 
c . I n f o r m a l w r i t t e n n o t e 
d. P e r s o n a l v i s i t 
e . C a s u a l c o n v e r s a t i o n 
f . P r e - e s t a b l i s h e d f r e q u e n c y o f 
g . O the r Name 
Who i n i t i a t e s r e q u e s t f o r t h e s e r v i c e ? (Name and T i t l e ) 
a . Consumer depa r tmen t head 
b . Consumer depar tment employee 
c . P r o d u c e r depar tmen t head 
d. P r o d u c e r depar tment employee 
e . H o s p i t a l a d m i n i s t r a t i o n 
f . N e g o t i a t i o n be tween and 
g . O t h e r Name 
Who a u t h o r i z e s t h e s e r v i c e ? (Name and T i t l e , s e e number 3 a b o v e . ) 
Who d e c i d e s how soon t h e s e r v i c e i s t o be pe r fo rmed a f t e r r e q u e s t ? 
(Name and T i t l e , s e e number 3 a b o v e . ) 
Who d e t e r m i n e s t h e q u a l i t y l e v e l o f t h e s e r v i c e ? (Name and T i t l e , 
s e e number 3 a b o v e . ) 
Who e v a l u a t e s t h e l e v e l o f q u a l i t y o f t h e s e r v i c e ? (Name and T i t l e , 
s e e number 3 a b o v e . ) 
Who e v a l u a t e s t h e t i m i n g a s p e c t s o f t h e s e r v i c e ? (Name and T i t l e , 
s e e number 3 a b o v e . ) 
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9 . How i s t h e q u a l i t y l e v e l o f t h e s e r v i c e e v a l u a t e d ? ( G i v e a b r i e f 
d e s c r i p t i o n . ) 
1 0 . How i s t h e t i m i n g a s p e c t s o f t h e s e r v i c e e v a l u a t e d ? ( G i v e a b r i e f 
d e s c r i p t i o n . ) 
1 1 . Does t h e depa r tmen t head have any s u g g e s t i o n s r e l a t e d t o changes i n 
t h i s s e r v i c e ? ( D e s c r i p t i o n o f s u g g e s t i o n s ; f o r e x a m p l e , s h o u l d 
t h i s b e done in a n o t h e r d e p a r t m e n t , i n a d i f f e r e n t way, a t a d i f ­
f e r e n t q u a l i t y , w i th a d i f f e r e n t t i m i n g . ) 
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B - 3 . SERVICE IDENTIFICATION FORM 
PRODUCER DEPARTMENT 
B r i e f d e s c r i p t i o n o f t h i s s e r v i c e 
Depar tments u s i n g t h i s s e r v i c e ( p l e a s e c h e c k ) : 
1 . A d m i n i s t r a t i o n 9 . 4 t h F l o o r 1 7 . O p e r a t i n g Room 
CM B u s i n e s s O f f i c e 1 0 . Housekeeping 1 8 . P e d i a t r i c s 
CO C e n t r a l S e r v i c e 1 1 . I n t e n s i v e Care 1 9 . P e r s o n n e l 
4 . D e l i v e r y Room 1 2 . C l i n i c a l L a b . 2 0 . Pharmacy 
5 . D i e t a r y 1 3 . M e d i c a l R e c o r d s 2 1 . P u r c h a s i n g 
6 . Emergency Room 1 4 . M a i n t e n a n c e - E n g . 2 2 . R a d i o l o g y 
7 . 2nd F l o o r 1 5 . Nurs ing S e r v i c e 2 3 . R e c o v e r y Room 
8 . 3rd F l o o r 1 6 . O b s t e t r i c s 2 4 . E . K . G . 
P l e a s e d e s c r i b e any u n u s u a l , s p e c i a l , o r emergency a s p e c t s o f t h i s 
s e r v i c e which may c a u s e i n c r e a s e s o r d e c r e a s e s i n t h e c o s t o f s u p ­
p l y i n g t h i s s e r v i c e . 
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B - 4 . REQUEST FOR SERVICE PRICES 
Sep t ember 1 0 , 1 9 6 7 
Dear 
As you know I am s t u d y i n g you r h o s p i t a l o r g a n i z a t i o n a s though e a c h 
depa r tmen t were o p e r a t e d a s a s e p a r a t e " b u s i n e s s " — p r o d u c i n g and s e l l i n g 
s e r v i c e s t o o t h e r d e p a r t m e n t s and b u y i n g s e r v i c e s from o t h e r d e p a r t m e n t s . 
You migh t t h i n k o f you r h o s p i t a l a s a " C i t y o f C a r e " : a " c i t y " i n which 
t h e b u s i n e s s e s p roduce s e r v i c e s which d i r e c t l y o r i n d i r e c t l y p r o v i d e 
c a r e f o r t h e p a t i e n t s . 
To d e t e r m i n e t h e " i n c o m e " o f you r b u s i n e s s , you need ( 1 ) t h e i d e n t i f i c a ­
t i o n o f a l l s e r v i c e s you produce and t h e c l a s s e s o r v a r i a t i o n s a v a i l a b l e 
f o r e a c h s e r v i c e , ( 2 ) r e c o r d s o f t h e amount o f each s e r v i c e p u r c h a s e d 
( u s e d ) by each h o s p i t a l d e p a r t m e n t , and ( 3 ) t h e p r i c e s t o be c h a r g e d f o r 
t h e s e r v i c e s . 
A t t a c h e d i s a l i s t o f s e r v i c e s which have been i d e n t i f i e d a s b e i n g a v a i l ­
a b l e from you r d e p a r t m e n t . I n c l u d e d i s a s t a t e m e n t o f t h e r e g u l a r o r 
b a s i c s e r v i c e and t h e i d e n t i f i c a t i o n o f t h e emergency o r s p e c i a l s e r v i c e s 
which may b e o r d e r e d . The emergency o r s p e c i a l s e r v i c e s u s u a l l y a r e r e ­
q u e s t e d in a d d i t i o n t o t h e r e g u l a r s e r v i c e t h e r e b y , c a u s e a d d i t i o n a l 
c o s t s . 
P l e a s e r e v i e w t h e a t t a c h e d l i s t o f your s e r v i c e s , c o r r e c t any e r r o r s you 
may f i n d , add any a d d i t i o n a l s e r v i c e s which a r e a v a i l a b l e b u t n o t i d e n t i ­
f i e d , i d e n t i f y t h o s e s e r v i c e s f o r which p r o d u c t i o n r e c o r d s do n o t e x i s t , 
and deve lop p r i c e s f o r a l l t h e s e r v i c e s . 
E x i s t i n g h o s p i t a l a c c o u n t i n g p r o c e d u r e s may a c c o u n t f o r t h e p r o d u c t i o n o f 
s e r v i c e s and i d e n t i f y t h e consumer , b u t t h e r e may b e some p r o d u c t i o n 
which i s n o t a c c o u n t e d f o r . In t h e s e few c a s e s , we may need t o d e v e l o p 
some a d d i t i o n a l s i m p l i f i e d a c c o u n t i n g p r o c e d u r e s t o c a p t u r e t h i s i n f o r m a ­
t i o n . Mr. J a c k Hard i son o r I w i l l b e a v a i l a b l e t o h e l p you in d e v e l o p i n g 
t h e s e p r o c e d u r e s . 
I f t h e r e i s a known c o m m e r c i a l p r i c e f o r t h e s e r v i c e p r o v i d e d , you might 
want t o e s t i m a t e a c h a r g e f o r t h e s e r v i c e a s 85% o f t h e c o m m e r c i a l p r i c e , 
t h e r e b y , e l i m i n a t e t h e c o n c e p t o f p r o f i t from y o u r c h a r g e . 
You migh t want t o b a s e y o u r c h a r g e on an e s t i m a t e d c o s t o f p r o v i d i n g t h e 
s e r v i c e . One way t o do t h i s would be t o e s t i m a t e t h e d i r e c t l a b o r t i m e 
s p e n t and t h e s u p p l i e s consumed i n p r o v i d i n g t h e s e r v i c e . Sample c a l c u ­
l a t i o n s f o l l o w : 
1 6 0 
D i r e c t Labor c o s t 
E s t i m a t e d l a b o r t i m e h r s x a v e r a g e wage $ / n r . = $ 
S u p p l i e s c o s t 
E s t i m a t e d v a l u e o f s u p p l i e s consumed = $ 
I n d i r e c t c o s t s 
D i r e c t l a b o r c o s t $ x e s t i m a t e d burden r a t e 0 . 2 5 = $ 
Charge p e r o c c u r r e n c e o f s e r v i c e = $ 
Mr. J a c k Hard i son and I w i l l be work ing w i th you in o r d e r t h a t we might 
c o m p l e t e t h e i d e n t i f i c a t i o n o f s e r v i c e s , t h e p r o c e d u r e s t o a c c o u n t f o r 
t h e s e r v i c e s , and t h e c h a r g e s f o r t h e s e r v i c e s by O c t o b e r 2 7 , 1 9 6 7 . 
Your c o o p e r a t i o n i s g r e a t l y a p p r e c i a t e d . 
S i n c e r e l y , 
Tee H. H i e t t 
1 6 1 
B - 5 . SERVICE PRICE WORKSHEET 
(Name o f S e r v i c e ) ( P r o d u c i n g Depa r tmen t ) 
( D a t e ) ( P e r s o n ( s ) p r e p a r i n g t h i s w o r k s h e e t ] 
ESTIMATED LABOR COST 
E s t i m a t e d Average Wage 
Name o f A c t i v i t y Time (Min) x $ p e r min . = 
ESTIMATED BURDEN COST 
C a l c u l a t e d 
o r D i r e c t Labor Cos t $ x 0 . 2 5 = 
ESTIMATED SUPPLIES COST 
Supp ly I t em Amount Cos t 
PRICE PER UNIT OF REGULAR SERVICE 
SPECIAL OR EMERGENCY ASPECTS OF SERVICE 
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B - 6 . PROPOSED PROJECT SCHEDULE 
A t l a n t a 
23 O c t o b e r 1967 
Mr. Lee F . N i c h o l s 
A d m i n i s t r a t o r 
Holy F a m i l y H o s p i t a l 
F a i r b u r n and S e w e l l R o a d s , SW 
A t l a n t a , G e o r g i a 
Dear Mr. N i c h o l s : 
The a t t a c h e d l e t t e r and t h e form f o r t h e s c h e d u l e o f s e r v i c e s have been 
s e n t t o t h e f o l l o w i n g d e p a r t m e n t s : 
F o r a l l o t h e r d e p a r t m e n t s , t h e v a l u e o f t h e ou tpu t i s assumed t o be 
r e f l e c t e d in t h e c h a r g e s t o t h e p a t i e n t s , 
I would l i k e t o p r o p o s e t h e f o l l o w i n g s c h e d u l e f o r c o n d u c t i n g t h e f i s c a l 
c o n t r o l s p r o j e c t : 
November 1 , 196 7—Each depa r tmen t head w i l l have comple t ed t h e i d e n t i ­
f i c a t i o n o f t h e s e r v i c e s produced by h i s d e p a r t m e n t . 
Each depa r tmen t head w i l l b e g i n k e e p i n g r e c o r d s o f t h e s e r v i c e s 
p roduced by h i s d e p a r t m e n t . 
November 1 0 , 1 9 6 7 - - E a c h depa r tmen t head w i l l have c o m p l e t e d t h e p r i c i n g 
o f t h e s e r v i c e s p roduced by h i s d e p a r t m e n t . 
November 2 0 , 196 7 - - Y o u w i l l name and convene a t h ree -member " r e v i e w com­
m i s s i o n " which w i l l r e v i e w and a d j u s t t h e s e r v i c e p r i c e s and p u b l i s h 
a s chedu le o f p r i c e s . You might c o n s i d e r t h e f o l l o w i n g as p o t e n t i a l 
members: Mr. N i c h o l s , S r . G e r a l d i n e , Mr. M a j i s , and Dr . S m a l l e y . 
November 3 0 , 1 9 6 7 - - T h e depa r tmen t heads w i l l deve lop t h e i r f i r s t " p r o f i t 
and l o s s s t a t e m e n t s " b a s e d on t h e p r i c e s o f t h e s e r v i c e s and t h e 
d a t a c o l l e c t e d d u r i n g t h e month. 
December 1 , 1 9 6 7 t o March 1 , 1 9 6 8 - - 0 p e r a t i o n a l p e r i o d f o r t h e p r o j e c t . 
Al though Mr. Hard i son and I w i l l a s s i s t i n c o l l e c t i n g and o r g a n i z i n g 
t h e d a t a , t h e depa r tmen t heads w i l l have t o devo t e some t i m e t o t h e 
A d m i n i s t r a t i o n 
B u s i n e s s O f f i c e 
C e n t r a l S e r v i c e 
D i e t a r y 
Housekeeping 
Ma in t enance 
M e d i c a l R e c o r d s 
Nurs ing S e r v i c e 
P e r s o n n e l 
Pharmacy 
P u r c h a s i n g 
1 6 3 
p r o j e c t s . I would l i k e t o s u g g e s t t h a t you become f a m i l i a r w i t h t h e 
a t t a c h e d l i s t o f s e r v i c e s so t h a t y o u , th rough p e r s o n a l c o n v e r s a t i o n 
wi th t h e depa r tmen t h e a d s , can d i s c u s s t h e p r o j e c t and s t r e s s t h e v a l u e 
t o Holy F a m i l y H o s p i t a l o f c o l l e c t i n g , o r g a n i z i n g , and a n a l y z i n g t h e 
d a t a t o be g e n e r a t e d du r ing t h e p r o j e c t . E x p r e s s e d i n t e r e s t on y o u r 
p a r t w i l l c e r t a i n l y e n c o u r a g e t h e depar tment heads t o t a k e an a c t i v e 
p a r t i n t h e p r o j e c t . 
Your c o o p e r a t i o n i s d e e p l y a p p r e c i a t e d . 
S i n c e r e l y , 
Tee H i e t t 
1 6 4 
B - 7 . NOTICE OF REVIEW COMMISSION MEETING 
J a n u a r y 2 4 , 196 8 
Dear 
As you know Holy Fami ly H o s p i t a l can be c o n s i d e r e d t o be a " C i t y o f C a r e " 
i n which each depa r tmen t " b u y s " s e r v i c e s from i t s e m p l o y e e s , o u t s i d e 
f i r m s , and o t h e r d e p a r t m e n t s and " s e l l s " s e r v i c e s t o p a t i e n t s and t o 
o t h e r d e p a r t m e n t s . 
The s e r v i c e s which a r e exchanged among t h e d e p a r t m e n t s and a c h a r g e f o r 
each s e r v i c e have been i d e n t i f i e d , and c o p i e s o f t h e s e r v i c e s c h e d u l e s 
from t h e d e p a r t m e n t s a r e a t t a c h e d . 
A d e p a r t m e n t ' s " c o n t r i b u t e d v a l u e " can be e s t i m a t e d by s u b t r a c t i n g t h e 
" c o s t " o f o p e r a t i n g t h e depar tmen t from t h e " i n c o m e " r e s u l t i n g from t h e 
p r o d u c t i o n o f s e r v i c e s . A sample copy o f t h e c o n t r i b u t e d v a l u e s t a t e ­
ment i s a t t a c h e d . 
T h i s f i s c a l c o n t r o l s y s t e m has been in t r i a l o p e r a t i o n du r ing t h e months 
o f December and J a n u a r y , and t h e s c h e d u l e s o f s e r v i c e have been s u b m i t t e d 
t o a " r e v i e w c o m m i s s i o n . " T h i s commiss ion w i l l e v a l u a t e each s e r v i c e 
s c h e d u l e , h o l d a " h e a r i n g " a t t h e r e g u l a r s t a f f m e e t i n g a t Holy Fami ly 
H o s p i t a l on J a n u a r y 3 0 , 1 9 6 8 , and e i t h e r approve o r modify and approve 
e a c h o f t h e s e r v i c e s c h e d u l e s . 
P l e a s e come t o t h e s t a f f m e e t i n g on J a n u a r y 3 0 , and be p r e p a r e d t o : 
1 . D i s c u s s t h e s e r v i c e s o f f e r e d by e a c h d e p a r t m e n t . 
2 . J u s t i f y t h e c h a r g e s f o r t h e s e r v i c e s o f y o u r d e p a r t m e n t . 
3 . R e q u e s t t h e a d d i t i o n o f s e r v i c e s a s n e e d e d . 
Your c o o p e r a t i o n i s g r e a t l y a p p r e c i a t e d . 
S i n c e r e l y , 
Tee H i e t t 
1 6 5 
B - 8 . NOTICE OF SECOND "REVIEW COMMISSION" MEETING 
F e b r u a r y 7 , 1 9 6 8 
TO: HOLY FAMILY HOSPITAL STAFF AND "REVIEW COMMISSION:" 
Our f i r s t m e e t i n g w i th t h e "Review Commission" was most e n c o u r a g i n g . 
Your i n t e r e s t and e n t h u s i a s m was v e r y e v i d e n t , and I wish t o e x p r e s s my 
a p p r e c i a t i o n i n t h i s r e g a r d . 
On F e b r u a r y 1 3 a t 2 : 3 0 p . m . , we w i l l h o l d our s e c o n d m e e t i n g w i th t h e 
"Review Commiss ion" in t h e I n t e n s i v e Care U n i t c l a s s r o o m . 
The purpose o f t h i s m e e t i n g w i l l be t o a l l o w t h e "Review Commission" t o 
d e t e r m i n e i f y o u r depar tmen t i s i n agreement w i t h t h e p r e s e n t d e f i n e d 
l i s t o f s e r v i c e s , and t h e i r c h a r g e s . P l e a s e r e v i e w a l l s e r v i c e s and 
c h a r g e s i n c l u d i n g t h o s e d i s c u s s e d i n our l a s t m e e t i n g . I t i s i m p o r t a n t 
t h a t you e v a l u a t e each s e r v i c e and i t s c h a r g e i n t e rms o f i t s " v a l u e " 
t o you r d e p a r t m e n t ; i . e . , does t h e p r i c e o f t h e s e r v i c e r e f l e c t t h e v a l u e 
g a i n by y o u r d e p a r t m e n t . 
By F e b r u a r y 1 3 you s h o u l d have comple t ed y o u r " C o n t r i b u t e d V a l u e " s t a t e ­
ment f o r December , and t h e J a n u a r y " C o n t r i b u t e d V a l u e " s t a t e m e n t s h o u l d 
be c o m p l e t e d by F e b r u a r y 2 9 . I would l i k e t o r e v i e w t h e s e s t a t e m e n t s 
w i th y o u . 
S i n c e r e l y , 
Lee N i c h o l s 
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B - 9 . CONTRIBUTED VALUE STATEMENT 
STATEMENT OF THE "CONTRIBUTED VALUE" OF DEPARTMENT 
OF THE HOLY FAMILY HOSPITAL FOR THE MONTH OF 
DEBIT ( O u t g o ) CREDIT ( I n c o m e ) 
Charges f o r S u p p l i e s Charges f o r 
and S e r v i c e s Used S e r v i c e s P roduced 
1 . A d m i n i s t r a t i o n $ $ 
2 . B u s i n e s s O f f i c e 
3 . C e n t r a l S e r v i c e 
4 . D e l i v e r y Room ^ 
5 . D i e t a r y ZZZZZZZZZIZI 
6 . Emergency Room 
7 . Housekeep ing 
8 . L a b o r a t o r y £ P a t h o l o g y 
9 . M e d i c a l Reco rds 
1 0 . M a i n t e n a n c e - E n g i n e e r i n g 
1 1 . Nur s ing S e r v i c e 
1 2 . O p e r a t i n g Room -
1 3 . P e r s o n n e l 
1 4 . Pharmacy 
1 5 . P u r c h a s i n g 
1 6 . R a d i o l o g y 
1 7 . R e c o v e r y Room 
1 8 . E . K . G . ZZZZZZZZ 
1 9 . D e p r e c i a t i o n (Equ ipmen t ) 
2 0 . D e p r e c i a t i o n ( P l a n t ) _ ^ 
2 1 . U t i l i t i e s ZIZZZZZZZ 
2 2 . S a l a r i e s and Wages 
2 3 . Taxes ZZZZZZZZZ 
2 4 . S u p p l i e s and E x p e n s e s 
2 5 . Z Z H Z U Z Z 
2 6 . 
TOTALS ( - ) $ ( + ) $ 
DIFFERENCE 
(-) $ ( + ) $ 
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APPENDIX C 
C - l . BUSINESS OFFICE 
SERVICES BY BUSINESS OFFICE FOR , 19 
S e r v i c e 
Charge 
P e r 
S e r v i c e 
Number 
o f T o t a l 
S e r v i c e s Charges 
1 . Make r e s e r v a t i o n f o r p a t i e n t . $ 1 . 0 0 p e r p a t i e n t 
2 . Admit p a t i e n t < $1 , . 0 0 
E s c o r t p a t i e n t , add So . 5 0 
F o r e m e r g e n c y , add So . 5 0 
CO
 
D i s c h a r g e p a t i e n t . 
I n s u r a n c e o r c a s h $ 0 , . 75 
Term payment Si' . 75 
4 . I s s u e p e t t y c a s h . $0 . 4 0 
5 . P r o c e s s v o u c h e r . $ 0 . 1 1 
F o r emergency v o u c h e r , add $0 , . 05 
6 . P r e p a r e p a y r o l l check $0 .45 
F o r a d v a n c e , add So, .05 
F o r o v e r t i m e , add So, . 10 
F o r s p e c i a l c h e c k s , add So, . 60 
7 . Admit p a t i e n t t o emergency room. 
Cash $ 0 , . 90 
I n s u r a n c e o r t e r m s , add So, . 10 
CO
 
Copy s e r v i c e . $ 0 , .045 
9 . S t o r e v a l u a b l e s . $ 0 , .40 
1 0 . W r i t e c h e c k . $ 0 . 5 0 p e r c h e c k 
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C - 2 . CENTRAL SERVICE 
SERVICES BY CENTRAL SERVICE FOR , 19 
Charge Number 
P e r o f T o t a l 
S e r v i c e S e r v i c e S e r v i c e s Charges 
1 . P r o v i d e s t e r i l i z a t i o n s e r v i c e . $ 0 . 5 0 p e r b a t c h 
F o r emergency s e r v i c e , add $ 0 . 7 5 p e r b a t c h 
2 . M a i n t a i n f l o o r s t o c k o f m e d i c a l 
and s u r g i c a l supp ly i t e m s th rough 
one d e l i v e r y each week . Cos t o f 
t h e s t o c k n o t i n c l u d e d . I t e m s 
and s t o c k l e v e l d e t e r m i n e d by 
consumer . 
F o r 2 n d , 3 r d , 4 t h f l o o r s 
F o r s p e c i a l s e r v i c e 
F o r emergency room 
F o r s p e c i a l s e r v i c e 
F o r i n t e n s i v e c a r e 
F o r s p e c i a l s e r v i c e 
3 . Wash, c l e a n , p a c k a g e , and i s s u e 
r e p r o c e s s e d m e d i c a l and s u r g i c a l 
s u p p l i e s . 
F o r : G l a s s b o t t l e s C a t h e t e r , t u b i n g 
B r u s h e s T r e a t m e n t t r a y s 
D r e s s i n g s B a s i n s 
G l a s s w a r e U t e n s i l s 
I n s t r u m e n t s 
F o r n e e d l e s , s y r i n g e s 
F o r s p e c i a l s e r v i c e , add 
4 . Pack and i s s u e m e d i c a l and 
s u r g i c a l p a c k . 
Minor Pack 
Major Pack 
F o r s p e c i a l p a c k , add 
F o r d e l i v e r y , add 
5 . Manufac ture and i s s u e s t e r i l e 
w a t e r . 
F o r s p e c i a l s e r v i c e , add 
F o r d e l i v e r y , add 
$ 1 . 0 0 p e r t r i p 
$ 1 . 5 0 p e r t r i p 
$ 0 . 6 0 p e r t r i p 
$ 0 . 9 0 p e r t r i p 
$ 0 . 4 0 p e r t r i p 
$ 0 . 6 0 p e r t r i p 
$ 0 . 2 0 p e r i t e m 
$0 . 4 0 p e r i t e m 
$0 . 2 0 p e r i t e m 
$ 1 . 0 0 p e r pack 
$ 1 . 5 0 p e r pack 
$ 0 . 5 0 p e r pack 
$0 . 2 0 p e r pack 
$ 0 . 6 0 p e r 500 ml 
$0 . 3 0 p e r s e r v i c e 
$ 0 . 2 0 p e r s e r v i c e 
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S e r v i c e 
Assemble and i s s u e m e d i c a l and 
s u r g i c a l t r a y . 
R e g u l a r t r a y 
S p e c i a l t r a y 
F o r d e l i v e r y , add 
Charge 
P e r 
S e r v i c e 
$ 1 . 0 0 p e r t r a y 
$ 1 . 7 5 p e r t r a y 
$0 . 2 0 p e r t r a y 
Number 
o f T o t a l 
S e r v i c e s Charges 
P r o v i d e t r a c t i o n equ ipment . 
F o r d e l i v e r y , add 
$ 0 . 5 0 p e r s e r v i c e 
$ 0 . 3 0 p e r s e r v i c e 
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C - 3 . DIETARY 
SERVICE BY DIETARY FOR , 19 
Charge Number 
P e r o f T o t a l 
S e r v i c e S e r v i c e S e r v i c e s Charges 
1 . P l a n , p r e p a r e , and d e l i v e r 
p a t i e n t meal t o t h e f l o o r . 
B r e a k f a s t , r e g u l a r d i e t $ 0 . 9 0 p e r p e r s o n 
s p e c i a l d i e t $ 1 . 0 5 p e r p e r s o n 
D i n n e r , r e g u l a r d i e t $ 0 . 9 0 p e r p e r s o n 
s p e c i a l d i e t $ 1 . 0 5 p e r p e r s o n 
S u p p e r , r e g u l a r d i e t $ 0 . 9 0 p e r p e r s o n 
s p e c i a l d i e t $ 1 . 0 5 p e r p e r s o n 
CM P l a n , p r e p a r e , and d e l i v e r 
g u e s t t r a y t o t h e f l o o r . 
B r e a k f a s t $ 0 . 9 5 p e r p e r s o n 
D i n n e r $ 0 . 9 5 p e r p e r s o n 
Supper $ 0 . 95 p e r p e r s o n 
3 . P r o v i d e food c a t e r i n g s e r v i c e . 
Complete meal f o r 1 t o 20 $ 3 0 . 2 5 p e r s e r v i c e 
F o r more t h a n 2 0 , add $ 1 . 0 0 p e r p e r s o n 
C o f f e e and c a k e s f o r 1 t o 20 $ 7 . 0 0 p e r s e r v i c e 
F o r 1 1 t o 2 5 $ 1 1 . 2 5 p e r s e r v i c e 
F o r more than 2 5 , add $ 0 . 4 0 p e r s e r v i c e 
F o r r e q u e s t f o r s e r v i c e w i th 
l e s s t h a n 8 hours n o t i c e , 
add $ 3 . 0 0 p e r s e r v i c e 
4 . P r e p a r e emu l s ion $ 0 . 9 2 p e r s e r v i c e 
5 . I s s u e food and d r i n k t o t h e f l o o r s - - i n c l u d e s 
n o t i f y i n g t h e B u s i n e s s O f f i c e . Cos t o f food 
and d r i n k n o t i n c l u d e d . $ 5 . 2 5 p e r s e r v i c e 
F o r emergency s e r v i c e , add $ 1 . 5 5 p e r s e r v i c e 
F o r d e l i v e r y by D i e t a r y , add $ 0 . 4 0 p e r s e r v i c e 
6. P r o v i d e s p e c i a l d i e t 
i n s t r u c t i o n . $ 5 . 0 0 p e r p a t i e n t 
7 . S e r v e on c o m m i t t e e . $ 1 5 . 0 0 p e r 
p e r 
month 
commi t t ee 
1 7 1 
C - 4 . HOUSEKEEPING 
SERVICES BY HOUSEKEEPING FOR , 19 
1 . 
2 . 
S e r v i c e 
Charge 
p e r 
S e r v i c e 
C lean o c c u p i e d p a t i e n t room d a i l y on s c h e d u l e d 
7-day week—dus t t a b l e s , and b l i n d s , dus t mop 
f l o o r , c o m p l e t e l y wash down b a t h r o o m , r e s t o c k 
b a t h s u p p l i e s , i n s p e c t room and b a t h f a c i l i ­
t i e s and r e p o r t m a l f u n c t i o n s t o m a i n t e n a n c e , 
empty w a s t e b a s k e t s , wash down shower s t a l l s 
e v e r y o t h e r day . 
P r i v a t e room 
S e m i - p r i v a t e room 
ICU and Nur se ry 
F o r s p e c i a l c l e a n - u p o f 
s p i l l a g e o r d r a i n a g e 
$ 2 . 2 0 p e r room 
$ 2 . 4 5 p e r room 
$ 3 . 2 0 p e r room 
$ 0 . 1 5 p e r r e q u e s t 
Clean room w i t h i n one hour a f t e r p a t i e n t has 
been d i s m i s s e d . C o m p l e t e l y wash down room 
and b a t h , i n s p e c t f a c i l i t i e s and r e p o r t m a l ­
f u n c t i o n s , and r e s t o c k s u p p l i e s . 
P r i v a t e room 
S e m i - p r i v a t e room 
O t h e r s i z e s 
$ 4 . 4 5 p e r room 
$ 4 . 9 0 p e r room 
$ 0 . 6 5 p e r bed 
Clean n u r s i n g s t a t i o n , l o b b y and w a i t i n g room, 
and ba throom each weekday—dust mop f l o o r , 
dus t t a b l e s and d e s k s , p i c k up t r a s h , and 
empty w a s t e b a s k e t s . 
Emergency room 
</>! o , . 55 p e r s e r v i c e 
2nd F l o o r and P e d i a t r i c s $ 0 , . 85 p e r s e r v i c e 
3rd F l o o r and 4 t h F l o o r $ 1, .10 p e r s e r v i c e 
F o r weekend s e r v i c e , add $ 0 , . 50 p e r s e r v i c e 
F o r s p e c i a l c l e a n - u p $ 0 , .25 p e r s e r v i c e 
P r o v i d e f u l l t ime ( 8 h o u r s p e r d a y , 7 days p e r 
week) maid s e r v i c e t o c l i n i c a l u n i t . I n s t r u c ­
t i o n s a s t o c l e a n i n g p r o c e d u r e s and s e q u e n c e o f 
a c t i v i t i e s t o be p r o v i d e d by t h e head o f t h e 
u n i t . Cos t o f s u p p l i e s consumed t o b e added 
t o t h e c o s t o f t h e s e r v i c e . $ 8 7 . 5 0 p e r week 
Number 
o f T o t a l 
S e r v i c e s Charges 
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Charge Number 
p e r o f T o t a l 
S e r v i c e S e r v i c e S e r v i c e s Charges 
5 . Wash and dry s e r v i c e $ 0 . 7 5 p e r l o a d 
F o r emergency s e r v i c e , add $ 0 . 4 0 p e r l o a d 
6 . I s s u e c l e a n i n g p r o d u c t s , c o s t o f 
p r o d u c t s t o be added $ 0 . 4 0 p e r i s s u e 
7 . C lean o f f i c e and b a t h r o o m s — d u s t mop f l o o r , dus t 
t a b l e s and d e s k s , wash down ba th rooms and 
f o u n t a i n s , r e s t o c k b a t h s u p p l i e s , i n s p e c t b a t h s 
and a l l f i x t u r e s , and r e p o r t m a l f u n c t i o n s t o 
m a i n t e n a n c e . 
A d m i n i s t r a t i o n •CO
- 4, . 60 p e r s e r v i c e 
B u s i n e s s O f f i c e $ 1, .82 p e r s e r v i c e 
C l i n i c a l Lab $ 1, .40 p e r s e r v i c e 
M e d i c a l R e c o r d s $ 1, .05 p e r s e r v i c e 
Ma in t enance and P u r c h a s i n g $ 1, .50 p e r s e r v i c e 
Nur s ing S e r v i c e A d m i n i s t r a t i o n $ 1, .75 p e r s e r v i c e 
P e r s o n n e l and Pharmacy 0 , .85 p e r s e r v i c e 
R a d i o l o g y 2 , .80 p e r s e r v i c e 
F o r emergency s e r v i c e , add $ 0 , .25 p e r s e r v i c e 
F o r s p e c i a l c l e a n - u p $ 0 . ,50 p e r s e r v i c e 
8 . P r o v i d e l i n e n s u p p l i e s a s n e e d e d — c o s t o f l i n e n s 
and l i n e n p r o c e s s i n g t o b e added t o t h e c h a r g e 
f o r t h e s e r v i c e . 
O p e r a t i n g Room $ 1 3 . 0 0 p e r week 
X-Ray and ER $ 3 . 3 0 p e r week 
C e n t r a l S e r v i c e s $ 1 2 . 0 0 p e r week 
I n t e n s i v e Care U n i t $ 4 . 4 0 p e r week 
OB, D e l i v e r y & R e c o v e r y Rooms $ 5 . 5 0 p e r week 
2nd F l o o r and P e d i a t r i c s $ 9 . 0 0 p e r week 
3rd F l o o r and 4 t h F l o o r $ 1 8 . 0 0 p e r week 
9 . P r o v i d e t h e s e r v i c e s o f a s e a m s t r e s s . Charges ne­
g o t i a t e d in advance o f s e r v i c e . $ 2 . 5 0 p e r hour 
A minimum c h a r g e o f $ 1 . 5 0 p e r s e r v i c e 
and $ 2 . 5 0 p e r hour 
1 0 . P r o v i d e s e r v i c e s f o r u p h o l s t e r y . Charges n e g o t i ­
a t e d in advance o f s e r v i c e . $ 3 . 5 0 p e r hour 
A minimum c h a r g e o f $ 2 . 0 0 p e r s e r v i c e 
and $ 3 . 5 0 p e r man h r 
1 7 3 
C - 5 . MEDICAL RECORDS 
SERVICES BY MEDICAL RECORDS FOR , 19 
S e r v i c e 
Charge 
p e r 
S e r v i c e 
Number 
o f T o t a l 
S e r v i c e s Charges 
P r o c e s s and f i l e p a t i e n t c h a r t s . $ 0 . 4 7 p e r c h a r t 
F o r Med ica re and B l u e C r o s s 
p a t i e n t s , add $ 0 . 0 5 p e r c h a r t 
F o r p i c k - u p by M e d i c a l R e c o r d s 
add $ 0 . 0 5 p e r c h a r t 
F o r i n c o m p l e t e i n f o r m a t i o n , add $ 0 . 7 5 p e r c h a r t 
V e r i f y c o m p l e t e d work ( p h o n e ) . $ 0 . 7 0 p e r c h a r t 
$ 1 . 0 2 p e r c h a r t 
3 . Send p a t i e n t c h a r t and t h e 
c h a r t i n f o r m a t i o n . 
P r o v i d e a b s t r a c t o f p a t i e n t ' s 
c h a r t , 1-5 pages 
A d d i t i o n a l pages 
P u l l p a t i e n t c h a r t s f o r 
c o m m i t t e e s . 
F i l e emergency room r e p o r t s . 
M a i n t a i n t h e l i b r a r y . 
S e r v e on c o m m i t t e e s . 
$ 5 . 0 0 p e r r e q u e s t 
$ 0 . 5 0 p e r page 
$ 0 . 4 5 p e r c h a r t 
$ 4 . 7 0 p e r month 
$25 . 0 0 p e r month 
$ 6 . 00 p e r month 
p e r com. 
9 . P r e p a r e l e t t e r s and r e p o r t s . H o s p i t a l s e r v i c e a n a l y s i s . 
D a i l y 
Monthly 
Bed u t i l i z a t i o n r e p o r t 
L a b o r a t o r y t e s t r e p o r t 
D o c t o r d i s c h a r g e r e p o r t 
$ 2 . 2 5 p e r r e p o r t 
$10 . 0 0 p e r r e p o r t 
$ 1 . 0 0 p e r r e p o r t 
$ 0 . 7 5 p e r r e p o r t 
$ 5 . 0 0 p e r r e p o r t 
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C - 6 . ENGINEERING AND MAINTENANCE 
SERVICES BY ENGINEERING AND MAINTENANCE FOR 19 
S e r v i c e 
Charge 
p e r 
S e r v i c e 
P r o v i d e t e c h n i c a l s e r v i c e f o r equipment and 
f a c i l i t i e s o t h e r than p l a n t f a c i l i t i e s . 
Charge n e g o t i a t e d i n advance 
o f s e r v i c e a t $ 3 . 0 0 p e r man-hour 
A minimum c h a r g e o f $ 2 . 0 0 p e r man 
and $ 3 . 0 0 p e r man-hour 
P r o v i d e e n g i n e e r i n g and m a i n t e n a n c e 
c o n s u l t i n g s e r v i c e . 
Charge n e g o t i a t e d in advance 
o f s e r v i c e a t 
A minimum c h a r g e o f 
and 
P r o v i d e l a b o r . 
Charge n e g o t i a t e d i n advance 
o f s e r v i c e a t 
A minimum c h a r g e o f 
and 
Make t r i p s t o t h e Bank 
and P o s t O f f i c e 
F o r emergency s e r v i c e , add 
$ 5 . 0 0 p e r man-hour 
$ 2 . 0 0 p e r s e r v i c e 
$ 5 . 0 0 p e r man-hour 
$ 2 . 9 0 p e r man-hour 
$ 2 . 0 0 p e r man 
$ 2 . 9 0 p e r man-hour 
$ 3 . 0 0 p e r t r i p 
$ 2 . 0 0 p e r t r i p 
P i c k - u p and d e l i v e r i t e m s o u t s i d e h o s p i t a l . 
Charge n e g o t i a t e d in advance 
o f s e r v i c e a t 
A minimum c h a r g e o f 
$ 7 . 0 0 p e r man-hour 
$ 4 . 0 0 p e r r e q u e s t 
and $ 4 . 0 0 p e r man-hour 
and $ 0 . 1 0 p e r m i l e 
R e p l a c e l i g h t b u l b s - - c o s t o f b u l b s t o be added t o 
t h e c h a r g e f o r t h e s e r v i c e $ 0 . 5 0 p e r r e q u e s t 
F o r e m e r g e n c y , add $ 0 . 5 0 p e r r e q u e s t 
T o t a l m a t e r i a l c o s t 
7. Develop and m a i n t a i n s e r v i c e 
c o n t r a c t s $ 1 0 . 0 0 p e r c o n t r a c t 
p e r month 
Number 
o f T o t a l 
S e r v i c e s Charges 
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Charge 
p e r 
S e r v i c e S e r v i c e S e r v i c e s Charges 
I n s t a l l and remove B e d - a - C h a i r , F o r p e d i a t r i c s -co
-
0 , .50 
F o r a l l o t h e r d e p a r t m e n t s $ 1, ,50 
9 . I n s t a l l o r remove s i d e r a i l s . -co
-
0 . .75 
F o r e m e r g e n c y , add M
 0 , .75 
1 0 . Develop and d i r e c t e n g i n e e r i n g c o n t r a c t s 
w i th o u t s i d e f i r m s . 
Charge t o be n e g o t i a t e d i n advance 
o f s e r v i c e a t $ 5 . 0 0 p e r hour 
1 1 . Cut and i s s u e keys o r u n l o c k doors 
f o r a u t h o r i z e d p e r s o n n e l $ 1 . 0 0 p e r r e q u e s t 
F o r 3 o r more keys $ 1 . 0 0 p l u s 
The c o s t o f t h e b l a n k s $ 0 . 4 0 p e r key 
1 2 . Conduct c o n d u c t i v i t y t e s t on 




1 3 . Develop and m a i n t a i n p r e v e n t i v e 
m a i n t e n a n c e p r o g r a m s — i n c l u d e s 
m a i n t e n a n c e o f t h e n e c e s s a r y 
r e c o r d s . $ 2 . 0 0 p e r i n s p e c ­
t i o n 
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C - 6 . ENGINEERING AND MAINTENANCE 
SERVICES BY ENGINEERING AND MAINTENANCE FOR ADMINISTRATION , 19 
Charge Number 
p e r o f T o t a l 
S e r v i c e S e r v i c e S e r v i c e s Charges 
1 . Ope ra t e t h e p l a n t . $ 1 , 3 5 0 . 0 0 p e r month 
2 . P a i n t and c l e a n t h e o u t s i d e 
o f t h e b u i l d i n g . $ _ 8 5 . 0 0 p e r month 
3 . M a i n t a i n s e c u r i t y . $ 1 , 2 5 0 . 0 0 p e r month 
4 . M a i n t a i n t h e g r o u n d s . $ 4 5 0 . 0 0 p e r month 
5 . A d m i n i s t e r keys and m a i n t a i n 
r e c o r d s . $ 1 0 . 0 0 p e r month 
6 . F i r e M a r s h a l l and S a f e t y 
Commi t t ee . $ 1 5 . 0 0 p e r month 
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C-6. ENGINEERING AND MAINTENANCE 
SERVICES BY ENGINEERING AND MAINTENANCE FOR 19 
S e r v i c e 
S t r i p and wax f l o o r s . 
Mop and rewax f l o o r s . 
Mop and b u f f f l o o r s and 
s t a i r w a y s . 
Clean windows and b l i n d s . 
Charge 
p e r 
S e r v i c e 
$40 .00 p e r 1,000 
s q u a r e f e e t 
$12 .00 p e r 1,000 
s q u a r e f e e t 
$ 4.00 p e r 1,000 
s q u a r e f e e t 
$ 2 .35 p e r bay o f 
windows 
5. Remove b u r n a b l e t r a s h . 
F o r 2nd, 3rd, 4th f l o o r s £ OB $ 2.00 p e r s e r v i c e 
F o r a l l o t h e r depa r tmen t s $ 1.00 p e r s e r v i c e 
6. Remove n o n - b u r n a b l e t r a s h . 
F o r 2nd, 3rd, 4th f l o o r s £ 0B $ 2.00 p e r s e r v i c e 
F o r a l l o t h e r d e p a r t m e n t s $ 1.00 p e r s e r v i c e 
7. Remove s o i l e d l i n e n . 
For 2nd, 3rd, 4th floors £ OB $ 2.00 per service 
F o r a l l o t h e r d e p a r t m e n t s $ l.QQ p e r s e r v i c e 
Number 
o f T o t a l 
S e r v i c e s Charges 
8. P r o v i d e l a b o r . $ 2.50 p e r man-hour 
1 7 8 
C - 7 . PERSONNEL 
SERVICES BY PERSONNEL FOR , 19 
Charge Number 
p e r o f T o t a l 
S e r v i c e S e r v i c e S e r v i c e s Charges 
1 . L o c a t e and s c r e e n p r o s p e c t i v e 
emp loyees . $50 . 0 0 p e r employee 
h i r e d 
2 . Complete r e c o r d s o f d i s c h a r g e d 
employee . $ 1 0 . 0 0 p e r employee 
d i s c h a r g e d 
3 . M a i n t a i n p e r s o n n e l r e c o r d s , $ 3 . 0 0 p e r employee 
p e r month 
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C - 8 . PHARMACY 




S e r v i c e 
P r o v i d e p h a r m a c e u t i c a l 
i n f o r m a t i o n . 
Charge 
p e r 
S e r v i c e 
$ 0 . 3 1 p e r r e q u e s t 
P r e p a r e and d i s p e n s e drugs f o r p a t i e n t s — 
i n c l u d e s n o t i f y i n g B u s i n e s s O f f i c e . Cos t o f 
drugs n o t i n c l u d e d i n t h e c h a r g e 
f o r t h i s s e r v i c e . $ 0 . 2 5 p e r o r d e r 
F o r drugs t o b e p a c k a g e d , add $ 0 . 1 3 p e r o r d e r 
F o r drugs t o b e compounded,add $ 0 . 3 0 p e r o r d e r 
F o r emergency s e r v i c e , add $ 0 . 4 3 p e r o r d e r 
F o r d e l i v e r y by Pharmacy , add $ 0 . 3 6 p e r t r i p 
F o r r e g u l a r n i g h t and weekend 
s e r v i c e , add $ 6 . 2 5 p e r o r d e r 
P r e p a r e and d i s p e n s e drugs and c h e m i c a l s f o r use 
on f l o o r and f o r f l o o r s t o c k — i n c l u d e s n o t i f y i n g 
B u s i n e s s O f f i c e ; c o s t o f drugs n o t i n c l u d e d i n 
c h a r g e f o r t h i s s e r v i c e . $ 0 . 3 1 p e r o r d e r 
F o r drugs t o be p a c k a g e d , add $ 0 . 1 1 p e r o r d e r 
F o r drugs t o b e compounded, add $ 0 . 2 5 p e r o r d e r 
F o r emergency s e r v i c e , add $ 0 . 3 8 p e r o r d e r 
F o r d e l i v e r y s e r v i c e , add $ 0 . 3 6 p e r t r i p 
Check s t o c k $ 0 . 3 1 p e r day 
P r e p a r e and d i s p e n s e drugs t o h o s p i t a l e m p l o y e e s - -
i n c l u d e s n o t i f y i n g t h e B u s i n e s s O f f i c e . Cos t o f 
drugs n o t i n c l u d e d in t h e c h a r g e f o r t h i s 
s e r v i c e . $ 0 . 1 6 p e r o r d e r 
F o r drugs t o be p a c k a g e d , add $ 0 . 2 7 p e r o r d e r 
For drugs t o b e compounded, add $ 0 . 1 6 p e r o r d e r 
P r e p a r e and add drugs t o s o l u t i o n s . Cos t o f drugs 
n o t i n c l u d e d in t h e c h a r g e f o r t h i s 
s e r v i c e . $ 0 . 3 1 p e r o r d e r 
F o r e m e r g e n c y , add $ 0 . 3 1 p e r o r d e r 
P r o v i d e t r a i n i n g — c o s t o f s u p p l i e s n o t i n c l u d e d in 
t h e c h a r g e f o r t h i s s e r v i c e . $ 1 1 . 5 0 p e r t e a c h ­
i n g hour 
Number 
o f 
S e r v i c e s 
T o t a l 
Charges 
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S e r v i c e 
I s s u e c o n t r a s t m e d i a . 
F o r emergency s e r v i c e , 
P r e p a r e month ly r e p o r t s 
a d m i n i s t r a t i o n . 
Charge 
p e r 
S e r v i c e 
$ 1 . 6 6 p e r o r d e r 
add $ 1 . 6 0 p e r o r d e r 
f o r 
$ 6 . 6 0 p e r r e p o r t 
Number 
o f T o t a l 
S e r v i c e s Charges 
1 8 1 
C - 9 . PURCHASING 
SERVICES BY PURCHASING FOR . » I 9 
Charge Number 
p e r o f T o t a l 
S e r v i c e S e r v i c e S e r v i c e s Charges 
1 . P r o v i d e p u r c h a s i n g c o u n s e l — a d v i c e about such 
m a t t e r s a s p r i c e s , c a t a l o g number , d e s c r i p t i o n s , 
v e n d o r s , and s t o c k i t e m s . $ 1 . 6 9 p e r r e q u e s t 
F o r o r a l r e q u e s t , add $ 0 . 5 6 p e r r e q u e s t 
F o r c o n s u l t i n g w i th s a l e s ­
men , add $ 2 . 2 5 p e r r e q u e s t 
2 . P r o c e s s s t o c k r e q u i s i t i o n — i n c l u d e s i s s u r i n g s t o c k 
supp ly i t e m s and s t o c k b u s i n e s s forms and n o t i f y ­
i n g B u s i n e s s O f f i c e . Cos t o f i t e m s n o t i n c l u d e d . 
$ 1 . 2 4 p e r page o f 
r e q u i s i t i o n 
F o r d e l i v e r y s e r v i c e , add $ 0 . 8 3 p e r r e q u i s i t i o n 
F o r emergency s e r v i c e , add $ 0 . 8 5 p e r r e q u i s i t i o n 
F o r s e r v i c e on non -
s c h e d u l e d d a y s , add $ 0 . 5 0 p e r r e q u i s i t i o n 
3 . P r o c e s s p u r c h a s e r e q u i s i t i o n — i n c l u d e s n o t i f y i n g 
t h e B u s i n e s s O f f i c e . I f t h e p u r c h a s e r e q u i s i t i o n 
i s i n c o m p l e t e , p u r c h a s i n g c o u n s e l w i l l a l s o be 
r e q u i r e d . Cos t o f i t e m s n o t i n c l u d e d . 
$ 0 . 3 0 p e r r e q u i s i t i o n 
F o r emergency s e r v i c e , add $ 1 . 1 3 
4 . P r o c e s s s p e c i a l r e p r o d u c t i o n r e q u e s t — d o e s n o t 
i n c l u d e c o s t o f form. $ 0 . 8 0 p e r mat 
F o r emergency s e r v i c e , add $ 1 . 1 3 p e r r e q u e s t 
F o r d e l i v e r y s e r v i c e , add $ 0 . 8 3 p e r r e q u e s t 
5 . R e c e i v e r e t u r n e d s t o c k i t e m s and n o t i f y 
B u s i n e s s O f f i c e . $ 0 . 4 5 p e r i t e m 
6 . R e c e i v e r e t u r n e d p u r c h a s e d i t e m s and n o t i f y 
B u s i n e s s O f f i c e . $ 1 . 5 1 p e r o r d e r 
7 . S p e c i a l r e q u e s t . $ 3 . 4 0 p e r hour 
APPENDIX D 
• D - l . DECEMBER TRANSACTIONS 
D E C E M B E R 1967 Adm. B . O . C . S . D . R . D . E . R . H.K. T O T A L 
(1) (2) ( 3 ) (4) ( 5 ) (6) (7) (22) 
A d m i n i s t r a t i o n (1) $ $ 300 $ 384 $ 672 $ 612 $ 264 $ 360 $ 39,755 
B u s i n e s s O f f i c e (2) 641 92 11 5 43 639 25 3,423 
C e n t r a l S e r v i c e s (3) — — — — — — — 1,097 
D e l i v e r y Room (4) — — — — — — — 1,765 
D i e t a r y (5) 362 5 — — — — — 8,573 
Emergency Room (6) — — — — — — — 4,751 
Housekeep ing (7) 132 62 716 707 — 178 45 11,772 
L a b o r a t o r y & P a t h o l o g y (8) — — — — — — — 23,011 
M e d i c a l R e c o r d s (9) 165 214 — 32 — 5 — 998 
M a i n t e n a n c e & Eng. (10) 3,839 122 37 246 304 142 61 8,904 
Nurs ing S e r v i c e s (11) — — — — — — — 69,640 
O p e r a t i n g Room (12) — — — — — — — 9,804 
P e r s o n n e l (13) 6 244 90 — — — — 1,919 
Pharmacy (14) 56 — 2 18 — 18 — 1,514 
P u r c h a s i n g (15) 69 45 74 10 23 12 28 594 
R a d i o l o g y (16) — — — — — — — 18,398 
R e c o v e r y Room (17) — — — — — — — 1,920 
E . K . G . (18) — -- — — — — — 2,158 
T o t a l Income (19) 209,996 
D e p r e c i a t i o n ( E q u i p ) (20) 136 213 219 106 337 30 29 3,610 
D e p r e c i a t i o n ( P l a n t ) (21) 4,026 334 489 1,300 912 267 400 21,255 
U t i l i t i e s (22) 908 75 110 231 206 60 100 5,015 
S a l a r i e s & Wages (23) 1,491 10,342 1,139 901 5,372 4,378 4,129 104,457 
T a x e s (24) 61 464 52 42 244 197 188 4,693 
S u p p l i e s & E x p e n s e s (25) 9,547 281 188 482 2,218 701 3,971 25,168 
TOTAL (26) 21,439 12,793 3,511 4,812 10,414 6,945 9,453 
DECEMBER TRANSACTIONS (CONTINUED) 
r 
D E C E M B E R 1 9 6 7 P u r c h . 
( 1 5 ) 
R a d . 
( 1 6 ) 
R . R . 
( 1 7 ) 
E . K . G . 
( 1 8 ) 
O u t s i d e 
( 1 9 ) 
T o t a l 
C h a r g e 
( 2 0 ) 
P a t . 
I n c . 
( 2 1 ) 
T O T A L 
( 2 2 ) 
i A d m i n i s t r a t i o n ( 1 ) $ 7 0 8 $ 3 9 6 $ 2 2 8 $ 1 6 8 $ — $ $ 2 7 , 7 5 5 $ 3 9 , 7 5 5 
B u s i n e s s O f f i c e ( 2 ) 3 4 7 4 1 8 4 6 — — 3 , 4 2 3 
i C e n t r a l S e r v i c e s ( 3 ) — — 3 4 — — — 1 , 0 9 7 . 
• D e l i v e r y R o o m ( 4 ) — — — — — 1 , 7 6 5 1 , 7 6 5 
D i e t a r y ( 5 ) — 6 8 — — — — 8 , 5 7 3 . 
, E m e r g e n c y R o o m ( 6 ) — — — — — 4 , 7 5 1 4 , 7 5 1 . 
j H o u s e k e e p i n g ( 7 ) 4 2 1 5 3 1 4 9 — — — 1 1 , 7 7 2 , 
, L a b o r a t o r y & P a t h o l o g y ( 8 ) — — — — — 2 3 , 0 1 1 2 3 , 0 1 1 ; 
! M e d i c a l R e c o r d s ( 9 ) — — — — 1 2 0 — 9 9 8 M a i n t e n a n c e & E n g . ( 1 0 ) 7 8 6 4 — 9 5 0 — 8 , 9 0 4 ! 
N u r s i n g S e r v i c e s ( 1 1 ) — — — — — 6 9 , 6 4 0 6 9 , 6 4 0 | 
; O p e r a t i n g R o o m ( 1 2 ) — — — — — 9 , 8 0 4 9 , 8 0 4 1 
' P e r s o n n e l ( 1 3 ) 1 5 3 3 1 2 3 — — 1 . 9 1 9 j 
! P h a r m a c y ( 1 4 ) — — 6 — — — 1 , 5 1 4 | 
' P u r c h a s i n g ( 1 5 ) — 6 — 4 — — 5 9 4 
i R a d i o l o g y ( 1 6 ) — — — — — 1 8 , 3 9 8 1 8 , 3 9 8 
I R e c o v e r y R o o m ( 1 7 ) — — — — — 1 , 9 2 0 1 , 9 2 0 j 
j E . K . G . ( 1 8 ) — — — — — 2 , 1 5 8 2 , 1 5 8 
T o t a l I n c o m e 
i 
( 1 9 ) 2 0 9 , 9 9 6 
D e p r e c i a t i o n ( E q u i p . ) ( 2 0 ) 2 6 5 1 5 2 3 1 6 — — 3 , 6 1 0 
; D e p r e c i a t i o n ( P l a n t ) ( 2 1  1 , 0 9 0 5 1 2 2 2 2 8 9 — — 2 1 , 2 5 5 
U t i l i t i e s ( 2 2 ) 2 4 6 1 1 5 4 5 2 0 — — 5 , 0 1 5 
; S a l a r i e s & W a g e s ( 2 3 ) 1 , 1 6 8 9 , 9 3 2 7 1 4 8 9 9 — — 1 0 4 , 4 5 7 
: T a x e s ( 2 4 ) 5 2 4 4 6 3 3 4 2 — — 4 , 6 9 3 
; S u p p l i e s & E x p e n s e s ( 2 5 ) 8 0 6 8 1 1 9 9 1 0 2 — — 2 5 , 1 6 8 
T O T A L ( 2 6 ) 3 , 5 3 9 1 2 , 9 9 5 1 , 6 8 3 1 , 3 9 8 — 2 1 4 , 8 1 7 — 
DECEMBER TRANSACTIONS (CONTINUED) 
DECEMBER 1967 L a b . M.R. M&E N . S . O .R . P e r s . P h a r . TOTAL 
(8) (9) (10) (ID (12) (13) (14) (22) 
A d m i n i s t r a t i o n (1) $ 420 $ 216 $ 288 $ 5,448 $ 960 $ 384 $ 192 $ 39,755 
B u s i n e s s O f f i c e (2) 237 39 31 1,358 93 — 35 3,423 
C e n t r a l S e r v i c e s (3) — — — 1,031 7 — — 1,097 
D e l i v e r y Room (4) — — — — — — — 1,765 
D i e t a r y (5) — — — 8,126 11 — — 8,573 
Emergency Room (6) — — — — — — — 4,751 
Housekeeping (7) 48 22 32 8,371 937 148 31 11,772 
L a b o r a t o r y & P a t h o l o g y (8) — — — — — — — 23,011 
M e d i c a l R e c o r d s (9) 96 — — 366 — — — 998 
M a i n t e n a n c e & Eng. (10) 326 3 71 3,182 302 68 — 8,904 
Nurs ing S e r v i c e s (11) — — — — — — — 69,640 
O p e r a t i n g Room (12) — — — — — — — 9,804 
P e r s o n n e l (13) 101 18 130 862 102 6 27 1,919 
Pharmacy (14) 1 — — 1,316 18 77 — 1,514 
P u r c h a s i n g (15) 22 7 16 180 83 9 7 594 
R a d i o l o g y (16) — — — — — — — 18,398 
R e c o v e r y Room (17) — — — — — — — 1,920 
E . K . G . (18) — — — — — — — 2,158 
T o t a l Income (19) 209,996 
D e p r e c i a t i o n ( E q u i p . ) (20) 267 48 33 1,315 274 11 12 3,610 
D e p r e c i a t i o n ( P l a n t ) (21) 512 566 178 9,222 535 489 111 21,255 
U t i l i t i e s (22) 125 40 70 2,177 346 110 30 5,015 
S a l a r i e s & Wages (23) 11,501 2,110 5,392 35,189 6,100 850 2,771 104,457 
T a x e s (24) 516 94 244 1,582 277 38 122 4,693 
S u p p l i e s & Expenses (25) 1,616 101 421 998 3,541 40 — 25,168 
TOTAL (26) 15,788 3,264 6,906 80,723 13,586 2,230 3,338 
D-2 . JANUARY TRANSACTIONS 
JANUARY 1 9 6 8 Adm. B . O . C . S . D . R . D. E . R . H.K. TOTAL 
( 1 ) ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( 7 ) ( 2 2 ) 
A d m i n i s t r a t i o n ( 1 ) $ $ 3 0 0 $ 384 $ 672 $ 612 $ 264 $ 3 6 0 $ 4 2 , 9 7 8 
B u s i n e s s O f f i c e ( 2 ) 692 92 1 0 6 44 654 30 3 , 7 5 9 
C e n t r a l S e r v i c e s ( 3 ) — — — — — 26 — 1 , 1 8 7 
D e l i v e r y Room ( 4 ) — — — — — — — 1 , 5 3 4 
D i e t a r y ( 5 ) 135 — — — — — — 4 , 3 7 0 
Emergency Room ( 6 ) — — — — — — — 6 , 0 1 0 
Housekeep ing ( 7 ) 347 1 0 1 5 1 3 507 1 3 4 3 7 1 — 1 4 , 3 7 7 
L a b o r a t o r y & P a t h o l o g y ( 8 ) — — — — — — — 2 5 , 0 7 4 i 
M e d i c a l R e c o r d s ( 9 ) 3 2 1 3 2 4 — — 12 — 1 , 2 6 0 ' 
M a i n t e n a n c e & Eng. ( 1 0 ) 4 , 3 9 7 1 2 4 8 0 3 6 9 3 3 2 173 1 3 0 1 0 , 2 9 1 ' 
Nurs ing S e r v i c e s ( I D — — — — — — — 8 1 , 1 9 4 
O p e r a t i n g Room ( 1 2 ) — — — — — — — 1 4 , 1 2 7 , 
P e r s o n n e l ( 1 3 ) 6 1 8 8 77 — 1 1 6 77 1 0 8 2 , 1 2 9 > 
Pharmacy ( 1 4 ) 47 — 7 — 2 60 — 2 , 0 1 5 
P u r c h a s i n g ( 1 5 ) 26 30 7 1 — 30 4 1 70 7 2 1 
R a d i o l o g y ( 1 6 ) — — — — — — — 2 5 , 1 6 2 ; 
R e c o v e r y Room ( 1 7 ) — — — — — — — 3 , 4 3 0 . ; 
E . K . G . ( 1 8 ) — — — — — — — 2 , 4 5 0 1 
T o t a l Income ( 1 9 ) 2 4 2 , 0 6 8 
D e p r e c i a t i o n (Equ ip ) ( 2 0 ) 1 3 6 213 219 1 0 6 337 3 0 29 3 , 6 1 0 
D e p r e c i a t i o n ( P l a n t ) ( 2 1 ) 4 , 0 2 6 334 4 8 9 1 , 3 0 0 912 267 4 0 0 2 1 , 2 5 5 
U t i l i t i e s ( 2 2 ) 1 , 0 1 6 84 124 258 2 3 0 67 112 5 , 6 1 7 
S a l a r i e s & Wages ( 2 3 ) 1 , 4 9 1 1 0 , 4 8 3 1 , 1 9 4 8 9 9 5 , 4 2 8 4 , 0 4 4 4 , 1 1 3 1 0 9 , 2 8 2 
! T a x e s 
i 
( 2 4 ) 61 4 5 3 52 42 236 1 7 5 175 4 , 7 1 8 




( 2 6 ) 2 1 , 2 2 9 1 3 , 2 6 4 3 , 4 2 1 4 , 8 0 2 1 1 , 7 0 8 7 , 2 6 0 1 0 , 6 3 2 
JANUARY TRANSACTIONS (CONTINUED) 
JANUARY 1 9 6 8 L a b . M.R. M&E N . S . O.R. P e r s . P h a r . TOTAL 
( 8 ) ( 9 ) ( 1 0 ) ( I D ( 1 2 ) ( 1 3 ) ( 1 4 ) ( 2 2 ) 
A d m i n i s t r a t i o n ( 1 ) $ 4 2 0 $ 216 $ 288 $ 5 , 4 4 8 $ 9 6 0 $ 384 $ 192 $ 4 2 , 9 7 8 
B u s i n e s s O f f i c e ( 2 ) 250 37 26 1 , 6 1 0 95 — 22 3 , 7 5 9 
C e n t r a l S e r v i c e s ( 3 ) — — — 1 , 1 1 5 8 — — 1 , 1 8 7 
D e l i v e r y Room ( 4 ) — — — — — — — 1 , 5 3 4 
D i e t a r y ( 5 ) — 24 — 4 , 2 1 2 — — — 4 , 3 7 0 
Emergency Room ( 6 ) — — — — — — — 6 , 0 1 0 
Housekeep ing ( 7 ) 52 25 30 1 1 , 2 2 2 5 7 6 2 1 26 1 4 , 3 7 7 
L a b o r a t o r y & P a t h o l o g y ( 8 ) — — — — — — — 2 5 , 0 7 4 
M e d i c a l R e c o r d s ( 9 ) 63 — — 399 — 1 — 1 , 2 6 0 
M a i n t e n a n c e & Eng. r ( 1 0 ) 168 6 1 5 3 3 , 1 4 7 899 3 — 1 0 , 2 9 1 
Nurs ing S e r v i c e s ( I D — — — — — — — 8 1 , 1 9 4 
1 O p e r a t i n g Room ( 1 2 ) — — — — — — — 1 4 , 1 2 7 
! P e r s o n n e l ( 1 3 ) 55 15 1 3 0 1 , 0 3 0 1 9 6 6 18 2 , 1 2 9 
Pharmacy ( 1 4 ) 3 — — 1 , 8 6 9 20 — — 2 , 0 1 5 j P u r c h a s i n g ( 1 5 ) 3 1 2 1 33 205 1 2 2 8 9 7 2 1 
R a d i o l o g y ( 1 6 ) — — — — — — — 2 5 , 1 6 2 
R e c o v e r y Room ( 1 7 ) — — — — — — — 3 , 4 3 0 
E . K . G . ( 1 8 ) — — — — — — — 2 , 4 5 0 
T o t a l Income ( 1 9 ) 2 4 2 , 0 6 8 
D e p r e c i a t i o n ( E q u i p . ) ( 2 0 ) 267 48 33 1 , 3 1 5 274 1 1 12 3 , 6 1 0 
D e p r e c i a t i o n ( P l a n t ) ( 2 1 ) 5 1 2 5 6 6 1 7 8 9 , 2 2 2 5 3 5 4 8 9 1 1 1 2 1 , 2 5 5 
U t i l i t i e s ( 2 2 ) 1 4 0 45 79 2 , 4 3 8 388 1 2 4 1 34 5 , 6 1 7 
S a l a r i e s & Wages ( 2 3 ) 1 1 , 6 7 2 2 , 1 4 9 5 , 4 1 3 3 7 , 0 6 6 6 , 5 9 9 8 5 0 2 , 8 8 6 1 0 9 , 2 8 2 
I T a x e s ( 2 4 ) 5 0 5 94 236 1 , 5 9 8 283 38 1 2 3 4 , 7 1 8 
i S u p p l i e s & E x p e n s e s ( 2 5 ) 878 1 4 5 5 5 5 1 , 3 2 4 3 , 8 2 6 77 — 2 7 , 4 5 3 
J TOTAL ( 2 6 ) 1 5 , 0 1 6 3 , 3 9 1 7 , 1 5 4 8 3 , 2 2 0 1 4 , 7 8 1 2 , 0 1 2 3 , 4 3 3 
JANUARY TRANSACTIONS (CONTINUED) 
T o t a l P a t . 
1 
i 
JANUARY 1 9 6 8 P u r c h . R a d . R . R . E . K . G . O u t s i d e C h a r g e I n c . TOTAL | 
( 1 5 ) ( 1 6 ) ( 1 7 ) ( 18 ) ( 1 9 ) ( 2 0 ) ( 2 1 ) ( 22 ) 
A d m i n i s t r a t i o n (1) $ 7 0 8 $ 3 9 6 $ 228 $ 168 $ $ $ 3 0 , 9 7 8 $ 4 2 , 9 7 8 : 
B u s i n e s s O f f i c e (2 ) 42 8 1 19 49 — — 3 , 7 5 9 » 
C e n t r a l S e r v i c e s (3) — — 37 — — — 1 , 1 8 7 ! 
D e l i v e r y Room (4 ) — — — — — 1 , 5 3 4 
1 , 5 3 4 j D i e t a r y (5 ) — — — — — — 4 , 3 7 0 E m e r g e n c y Room (6) — — — — — 6 , 0 1 0 6 , 0 1 0 
H o u s e k e e p i n g (7 ) 3 0 202 200 21 — — 1 4 , 3 7 7 
L a b o r a t o r y & P a t h o l o g y (8) — — — — — 2 5 , 0 7 4 2 5 , 0 7 4 
M e d i c a l R e c o r d s (9 ) — 8 — — 130 — 1 , 2 6 0 
M a i n t e n a n c e & E n g . (10 ) 44 1 5 0 94 20 — — 1 0 , 2 9 1 
N u r s i n g S e r v i c e s ( I D — — — — — 8 1 , 1 9 4 8 1 , 1 9 4 
O p e r a t i n g Room ( 1 2 ) — — — — -- 1 4 , 1 2 7 1 4 , 1 2 7 
P e r s o n n e l ( 1 3 ) 15 90 12 3 — — 2 , 1 2 9 
P h a r m a c y (14 ) — 2 4 — — — 2 , 0 1 5 
P u r c h a s i n g ( 1 5 ) — 1 0 — 13 — — 7 21 R a d i o l o g y (16 ) — — — — — 2 5 , 1 6 2 2 5 , 1 6 2 
R e c o v e r y Room (17 ) — — — — — 3 , 4 3 0 3 , 4 3 0 
E . K . G . ( 1 8 ) — — — — — 2 , 4 5 0 2 , 4 5 0 
T o t a l Income (19 ) 2 4 2 , 0 6 8 
D e p r e c i a t i o n ( E q u i p . ) (20 ) 26 515 23 16 — — 3 , 6 1 0 
D e p r e c i a t i o n ( P l a n t ) (21 ) 1 , 0 9 0 512 222 89 — — 2 1 , 2 5 5 
U t i l i t i e s ( 2 2 ) 275 1 2 9 50 22 — — 5 , 6 1 7 
S a l a r i e s & Wages (23 ) 1 , 1 6 8 1 2 , 0 6 8 7 2 9 1 , 0 3 1 — — 1 0 9 , 2 8 2 
T a x e s (24 ) 52 5 1 9 33 4 2 — — 4 , 7 1 8 
S u p p l i e s & E x p e n s e s (25 ) 1 5 4 8 1 2 286 8 5 — — 27 , 4 5 3 
TOTAL (26 ) 3 , 6 0 4 1 5 , 4 9 4 1 , 9 3 7 1 , 5 5 9 — 2 2 3 , 9 1 7 — 
D-3. FEBRUARY TRANSACTIONS 
F E B R U A R Y 1 9 6 8 A d m . B . O . C . S . D . R . D . E . R . H . K . T O T A L 
( 1 ) ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( 7 ) ( 2 2 ) 
A d m i n i s t r a t i o n ( 1 ) $ $ 3 0 0 $ 3 8 4 $ 6 7 2 $ 6 1 2 $ 2 6 4 $ 3 6 0 $ 4 0 , 3 7 2 
B u s i n e s s O f f i c e ( 2 ) 6 7 1 9 2 9 6 5 0 5 7 0 2 4 3 , 5 3 5 
C e n t r a l S e r v i c e s ( 3 ) — — — — — 2 3 — 1 , 0 4 3 
D e l i v e r y R o o m ( 4 ) — — — — — — — 1 , 5 3 0 
D i e t a r y ( 5 ) 1 8 8 2 4 — — — — — 4 , 9 5 4 
E m e r g e n c y R o o m ( 6 ) — — — — — — — 4 , 3 0 9 
H o u s e k e e p i n g ( 7 ) 3 4 7 1 0 1 6 0 1 1 6 2 1 1 0 2 6 0 — 1 4 , 1 2 0 
L a b o r a t o r y & P a t h o l o g y ( 8 ) — — — — — — — 2 9 , 2 0 2 
M e d i c a l R e c o r d s ( 9 ) 3 9 7 5 6 — — — 5 — 1 , 0 8 2 
M a i n t e n a n c e & E n g . ( 1 0 ) 4 , 1 2 8 2 0 0 2 3 8 2 7 0 2 0 1 4 1 6 1 6 6 9 , 7 6 0 1 
N u r s i n g S e r v i c e s ( 1 1 ) — — — — — — — 8 3 , 2 9 7 I 
O p e r a t i n g R o o m ( 1 2 ) — — — — — — — 1 5 , 4 8 2 . 
P e r s o n n e l ( 1 3 ) 6 8 8 9 0 — 7 3 9 0 1 6 7 2,084 ; 
P h a r m a c y ( 1 4 ) 5 5 — 4 — 1 6 8 — 2 , 8 6 5 J 
P u r c h a s i n g ( 1 5 ) 9 9 1 3 6 8 — 2 4 3 6 4 8 7 2 4 f 
R a d i o l o g y ( 1 6 ) — — — — — — — 2 5 , 8 9 4 
R e c o v e r y R o o m ( 1 7 ) — — — — — — — 2 , 6 9 0 
E . K . G . ( 1 8 ) — — — — — — — 2 , 5 3 4 
T o t a l I n c o m e ( 1 9 ) 2 4 5 , 4 7 7 | 
D e p r e c i a t i o n ( E q u i p . ) ( 2 0 1 3 6 2 1 3 2 1 9 1 0 6 3 3 7 3 0 2 9 3 , 6 1 0 ! 
D e p r e c i a t i o n ( P l a n t ) ( 2 1 ) 4 , 0 2 6 3 3 4 4 8 9 1 , 3 0 0 9 1 2 2 6 7 4 0 0 2 1 , 2 5 5 ; 
U t i l i t i e s ( 2 2 ) 9 2 6 7 7 1 1 2 2 3 5 2 1 0 6 1 1 0 2 5 , 1 1 7 ; 
S a l a r i e s & W a g e s ( 2 3 ) 1 , 4 9 1 9 , 9 3 2 1 , 3 2 9 8 6 4 6 , 0 0 9 4 , 3 6 0 4 , 1 8 3 1 1 0 , 5 3 6 
T a x e s ( 2 4 ) 6 3 4 3 5 5 8 3 9 2 6 1 1 8 8 1 8 4 4 , 8 2 9 
S u p p l i e s & E x p e n s e s ( 2 5 ) 1 0 , 0 9 0 4 5 3 2 5 7 6 6 6 3 , 2 7 4 9 1 4 5 , 0 7 9 2 9 , 0 8 9 | 
T O T A L 
>- . 
( 2 6 ) 2 2 , 6 2 3 1 2 , 3 1 8 3 , 8 5 8 4 , 3 2 0 1 2 , 0 7 4 7 , 5 5 2 1 0 , 7 4 2 I I 
I 
FEBRUARY TRANSACTIONS (CONTINUED) 
F E B R U A R Y 1 9 6 8 L a b . M . R . M & E N . S . O . R . P e r s . P h a r . 
| 
T O T A L j 
( 8 ) ( 9 ) ( 1 0 ) ( I D ( 1 2 ) ( 1 3 ) ( 1 4 ) ( 2 2 ) j 
A d m i n i s t r a t i o n ( 1 ) $ 4 2 0 $ 2 1 6 $ 2 8 8 $ 5 , 4 4 8 $ 9 6 0 $ 3 8 4 $ 1 9 2 $ 4 0 , 3 7 2 I 
B u s i n e s s O f f i c e ( 2 ) 2 2 7 3 9 3 3 1 , 5 7 2 9 1 — 4 0 3 , 5 3 5 ! C e n t r a l S e r v i c e s ( 3 ) — — — 9 8 0 7 — — 1 , 0 4 3 1 ' D e l i v e r y R o o m ( 4 ) — — — — — — — 1 , 5 3 0 ! . D i e t a r y ( 5 ) — — — 4 , 7 4 1 — — — 4 , 9 5 4 ; E m e r g e n c y R o o m ( 6 ) — — — — — — — 4 , 3 0 9 j 1 H o u s e k e e p i n g ( 7 ) 5 2 2 5 3 0 1 1 , 4 5 7 4 4 3 2 1 2 6 1 4 , 1 2 0 i 
L a b o r a t o r y & P a t h o l o g y ( 8 ) — — — — — — — 2 9 , 2 0 2 M e d i c a l R e c o r d s ( 9 ) 1 6 8 — — 3 7 6 — — — 1 , 0 8 2 j M a i n t e n a n c e & E n g . ( 1 0 ) 2 9 4 2 4 2 4 9 2 , 2 5 8 7 3 8 6 8 7 9 , 7 6 0 
! N u r s i n g S e r v i c e s ( 1 1 ) — — — — — — — 8 3 , 2 9 7 [ O p e r a t i n g R o o m ( 1 2 ) — — — — — — — 1 5 , 4 8 2 1 P e r s o n n e l ( 1 3 ) 4 5 6 8 6 0 1 , 1 0 5 1 0 2 6 1 2 4 2 , 0 8 4 
P h a r m a c y ( 1 4 ) 4 — — 2 , 7 1 9 1 2 — — 2 , 8 6 5 P u r c h a s i n g ( 1 5 ) 4 3 1 2 4 0 2 2 7 9 1 2 9 7 2 4 
R a d i o l o g y ( 1 6 ) — — — — — — 2 5 , 8 9 4 R e c o v e r y R o o m ( 1 7 ) — — — — — — — 2 , 6 9 0 E . K . G . ( 1 8 ) — — — — — — — 2 , 5 3 4 
T o t a l I n c o m e ( 1 9 ) 2 4 5 , 4 7 7 
D e p r e c i a t i o n ( E q u i p . ) ( 2 0 ) 2 6 7 4 8 3 3 1 , 3 1 5 2 7 4 1 1 1 2 3 , 6 1 0 
D e p r e c i a t i o n ( P l a n t ) ( 2 1 ) 5 1 2 5 6 6 1 7 8 9 , 2 2 2 5 3 5 4 8 9 1 1 1 2 1 , 2 5 5 
U t i l i t i e s ( 2 2 ) 1 2 8 4 1 7 2 2 , 2 2 1 3 5 3 1 1 2 3 1 5 , 1 1 7 
S a l a r i e s & W a g e s ( 2 3 ) 1 2 , 5 6 7 2 , 0 2 9 6 , 3 8 5 3 6 , 5 2 3 5 , 9 7 1 8 5 0 2 , 6 6 0 1 1 0 , 5 3 6 
{ T a x e s ( 2 4 ) 5 5 0 8 7 2 8 0 1 , 5 9 8 2 6 1 3 9 1 1 6 4 , 8 2 9 
j S u p p l i e s & E x p e n s e s ( 2 5 ) 9 7 3 1 0 0 8 9 8 1 , 4 2 1 3 , 5 5 8 6 5 — 2 9 , 0 8 9 
! T O T A L 
| 
i 
( 2 6 ) 1 6 , 2 5 0 3 , 2 5 5 8 , 5 4 6 8 3 , 1 8 3 1 3 , 3 9 6 1 , 9 8 5 3 , 4 0 8 
FEBRUARY TRANSACTIONS (CONTINUED) 
! I 
i Total Pat. 
I FEBRUARY 1968 Purch. Rad. R.R. E.K.G. Outside Charge Inc. TOTAL 
i 
J 
(15) (16) (17) (18) (19) (20) (21) (22) 
J Administration (1) $ 708 $ 396 $ 228 $ 168 $ -GO $38,372 $ 40,372 t 
I Business Office (2) 31 70 17 46 — — 3,535 | Central Services (3) — — 33 — — — 1,043 1 Delivery Room (4) — — — — — 1,530 1,530 J Dietary (5) — — — — — — 4,954 | Emergency Room (6) — — — — — 4,309 4,309 ! Housekeeping (7) 30 192 243 21 — — 14,120 1 Laboratory & Pathology (8) — — — — — 29,202 29,202 J Medical Records (9) — 40 — — 40 — 1,082 ! | Maintenance & Eng. (10) 31 386 67 3 — — 9,760 j | Nursing Services (11) — — — — — 83,297 83,297 1 ! Operating Room (12) — — — — — 15,482 15,482 J | Personnel (13) 15 30 12 3 — — 2,084 ; j Pharmacy (14) — 3 — — — — 2,865 1 Purchasing (15) — 4 — 8 — — 724 Radiology (16) — — — — — 25,894 25,894 [ Recovery Room (17) — — — — — 2,690 2,690 E.K.G. (18) — — — — — 2,534 2,534 
Total Income (19) 245,477 
Depreciation (Equip.) (20) 26 515 23 16 — — 3,610 Depreciation (Plant) (21) 1,090 512 222 89 — — 21,255 Utilities (22) 251 118 46 20 — — 5,117 i Salaries & Wages (23) 1,168 12,133 1,086 996 — — 110,536 Taxes (24) 48 531 48 43 — — 4,829 \ Supplies & Expenses (25) 129 848 274 88 — — 29,089 
TOTAL (26) 3,527 15,778 2,299 1,501 — 226,615 — i 
t 
D-4. MARCH TRANSACTIONS 
] 
i M A R C H 1 9 6 8 A d m . B . O . C . S . D . R . D . E . R . H . K . 
i 
T O T A L ; 
(1 ) (2) (3) (4) (5 ) (6 ) ( 7 ) 
( 2 2 ) j ! A d m i n i s t r a t i o n (1 ) $ $ 3 0 0 $ 384 $ 672 $ 612 $ 264 $ 360 $ 5 3 , 0 7 2 | 
i B u s i n e s s O f f i c e 
(2) 7 1 0 92 11 6 42 695 32 3 , 6 9 2 
J C e n t r a l S e r v i c e s 
(3 ) — — — — — 27 — 1 , 2 1 6 
j D e l i v e r y R o o m 
(4 ) — — — — — — — 1 , 3 5 0 1 | D i e t a r y (5 ) 154 — — — — — — 4 , 5 4 8 i E m e r g e n c y R o o m (6 ) — — — — — — — 5 , 3 4 4 > 
j H o u s e k e e p i n g 
(7) 347 1 0 1 6 0 6 162 112 284 — 1 4 , 1 1 1 ' , L a b o r a t o r y & P a t h o l o g y (8 ) — — — — — — — 2 9 , 7 4 9 | ! M e d i c a l R e c o r d s (9 ) 323 36 — — — 5 — 1 , 9 4 1 ; 
j M a i n t e n a n c e & E n g . 
(10 ) 6 , 1 7 1 7 1 50 24 38 38 133 1 0 , 1 8 7 ; 
\ N u r s i n g S e r v i c e s ( I D — — — — — — — 8 9 , 3 7 7 i 
j O p e r a t i n g R o o m 
(12 ) — — — — — — — 
1 5 , 5 1 5 j 
; P e r s o n n e l (13 ) 6 244 9 0 — 123 30 117 1 , 9 1 9 ; 
j 
; P h a r m a c y 
(14 ) 8 1 — 10 — 2 73 — 
2,662j ! P u r c h a s i n g (15 ) 90 6 8 6 — 21 3 6 56 7 5 6 1 R a d i o l o g y (16 ) — — — — — — — 2 8 , 2 8 9 ; R e c o v e r y R o o m (17 ) — — — — — — — 2 , 6 2 0 ! , E . K . G . (18 ) — — — — — — — 
2 , 8 0 8 j T o t a l I n c o m e (19 ) 2 6 9 , 1 5 6 
D e p r e c i a t i o n ( E q u i p . ) (20 ) 1 36 213 219 1 0 6 337 30 29 3 , 6 1 0 
D e p r e c i a t i o n ( P l a n t ) (21 ) 4 , 0 2 6 3 3 4 4 8 9 1 , 3 0 0 912 267 4 0 0 2 1 , 2 5 5 
. U t i l i t i e s (22 ) 908 75 1 1 0 2 3 1 2 0 6 6 0 1 0 0 5 , 0 1 2 
S a l a r i e s & W a g e s (23 ) 1 , 4 9 1 1 0 , 8 1 1 1 , 5 6 4 9 3 9 7 , 1 3 9 4 , 5 4 3 4 , 5 8 7 1 1 5 , 6 6 9 
T a x e s (24 ) 63 452 68 39 302 1 9 0 190 4 , 8 6 5 
S u p p l i e s & E x p e n s e s (25 ) 9 , 7 6 3 436 199 592 3 , 3 6 0 944 4 , 9 2 8 2 8 , 8 8 3 
T O T A L (26 ) 2 4 , 2 6 9 1 3 , 1 7 1 3 , 8 8 6 4 , 0 7 1 1 3 , 1 5 2 7 , 4 8 6 1 0 , 9 3 2 
MARCH TRANSACTIONS (CONTINUED) 
M A R C H 1 9 6 8 L a b . M . R . M & E N . S . O . R . P e r s . P h a r . T O T A L j 
(8 ) (9) ( 10 ) ( 11 ) ( 12 ) ( 13 ) ( 14 ) ( 2 2 ) 
A d m i n i s t r a t i o n (1 ) $ 4 2 0 $ 216 $ 288 $ 5 , 4 4 8 $ 9 6 0 $ 384 $ 192 $ 5 3 , 0 7 2 | 
B u s i n e s s O f f i c e (2 ) 254 36 25 1 , 4 8 0 95 — 18 3 , 6 9 2 i 
C e n t r a l S e r v i c e s (3 ) — — — 1 , 1 4 2 8 — — 1 , 2 1 6 ! 
D e l i v e r y R o o m (4 ) — — — — — — — 1 , 3 5 0 , 
D i e t a r y (5 ) — — — 4 , 3 9 4 — — — 4 , 5 4 8 ; 
E m e r g e n c y R o o m (6 ) — — — — — — — 5 , 3 4 4 ! 
H o u s e k e e p i n g (7 ) 52 25 30 1 1 , 4 1 1 4 4 0 21 26 1 4 , 1 1 1 j 
L a b o r a t o r y & P a t h o l o g y (8 ) — — — — — — — 2 9 , 7 4 9 ! 
! M e d i c a l R e c o r d s (9 ) 615 — — 568 — — — 1 , 9 4 1 ! 
M a i n t e n a n c e & E n g . ( 1 0 ) 1 5 6 61 1 0 6 2 , 4 6 5 153 1 17 1 0 , 1 8 7 I 
N u r s i n g S e r v i c e s (11 ) — — — — — — — 8 9 , 3 7 7 j 
O p e r a t i n g R o o m (12 ) — — — — — — — 1 5 , 5 1 5 1 
P e r s o n n e l (13 ) 1 0 1 18 1 3 0 862 102 6 27 1 , 9 1 9 
1 P h a r m a c y (14 ) 3 — — 2 , 4 4 2 18 — — 2 , 6 6 2 
P u r c h a s i n g (15 ) 52 32 25 204 109 2 15 7 5 6 
R a d i o l o g y (16 ) — — — — — — — 2 8 , 2 8 9 I 
R e c o v e r y R o o m (17 ) — — — — — — — 2 , 6 2 0 
• E . K . G . (18 ) — — — — — — — 2 , 8 0 8 ! 
T o t a l I n c o m e (19 ) 2 6 9 , 1 5 6 ! 
D e p r e c i a t i o n ( E q u i p . ) (20 ) 267 48 33 1 , 3 1 5 274 11 12 3 , 6 1 0 j 
D e p r e c i a t i o n ( P l a n t ) (21 ) 512 5 6 6 178 9 , 2 2 2 535 4 8 9 1 1 1 2 1 , 2 5 5 j 
U t i l i t i e s (22 ) 125 4 0 7 0 2 , 1 7 5 3 4 6 110 30 5 , 0 1 2 
S a l a r i e s & W a g e s (23 ) 1 3 , 4 7 1 2 , 3 4 5 8 , 2 3 3 3 8 , 7 1 9 6 , 6 3 0 1 , 1 0 8 3 , 8 0 4 1 1 5 , 6 6 9 
T a x e s ( 2 4 ) 272 97 3 4 5 1 , 6 3 5 277 4 9 1 6 0 4 , 8 6 5 
I S u p p l i e s & E x p e n s e s ( 2 5 ) 9 9 4 1 2 1 1 , 0 4 2 1 , 5 8 8 3 , 5 0 1 62 — 2 8 , 8 8 3 
T O T A L (26 ) 1 7 , 2 9 4 3 , 6 0 5 1 0 , 5 0 5 8 5 , 0 7 0 1 3 , 4 4 8 2 , 2 4 3 4 , 4 1 2 
1 
MARCH TRANSACTIONS (CONTINUED) 
T o t a l P a t . 
M A R C H 1 9 6 8 P u r c h . R a d . R . R . E . K . G . O u t s i d e C h a r g e I n c . T O T A L 
i (15 ) ( 1 6 ) ( 17 ) ( 18 ) ( 1 9 ) ( 2 0 ) ( 2 1 ) ( 2 2 ) 
A d m i n i s t r a t i o n (1 ) $ 708 $ 3 9 6 $ 228 $ 1 6 8 $ $ $ 4 1 , 0 7 2 $ 5 3 , 0 7 2 
B u s i n e s s O f f i c e ( 2 ) 45 82 19 4 9 — — 3 , 6 9 2 
1 C e n t r a l S e r v i c e s (3 ) — — 38 — — — 1 , 2 1 6 | D e l i v e r y R o o m (4 ) — — — — — 1 , 3 5 0 1 , 3 5 0 D i e t a r y (5 ) — — — — — — 4 , 5 4 8 | E m e r g e n c y R o o m ( 6 ) — — — — — 5 , 3 4 4 5 , 3 4 4 H o u s e k e e p i n g (7 ) 30 202 241 21 — — 1 4 , 1 1 1 . L a b o r a t o r y & P a t h o l o g y (8 ) — — — — — 2 9 , 7 4 9 2 9 , 7 4 9 M e d i c a l R e c o r d s (9 ) — 68 — — 3 2 6 — 1 , 9 4 1 M a i n t e n a n c e & E n g . ( 1 0 ) 61 534 98 11 — — 1 0 , 1 8 7 ' N u r s i n g S e r v i c e s ( I D — — — — — 8 9 , 3 7 7 8 9 , 3 7 7 O p e r a t i n g R o o m ( 1 2 ) — — — — — 1 5 , 5 1 5 1 5 , 5 1 5 . P e r s o n n e l ( 1 3 ) 15 33 12 3 — — 1 , 9 1 9 ; P h a r m a c y ( 1 4 ) — 1 0 23 — — — 2 , 6 6 2 i P u r c h a s i n g ( 1 5 ) — 1 0 — 12 — — 7 5 6 R a d i o l o g y ( 1 6 ) — — — — — 2 8 , 2 8 9 2 8 , 2 8 9 R e c o v e r y R o o m ( 1 7 ) — — — — — 2 , 6 2 0 2 , 6 2 0 E . K . G . (18 ) — — — — — 2 , 8 0 8 2 , 8 0 8 ; 
T o t a l I n c o m e ( 1 9 ) - 2 6 9 , 1 5 6 ! 
j D e p r e c i a t i o n ( E q u i p . ) (20 ) 26 515 23 1 6 — — 3 , 6 1 0 j D e p r e c i a t i o n ( P l a n t ) ( 2 1 ) 1 , 0 9 0 512 222 89 — — 2 1 , 2 5 5 j U t i l i t i e s (22 ) 246 115 45 20 — — 5 , 0 1 2 J S a l a r i e s & W a g e s ( 2 3 ) 1 , 1 6 8 1 3 , 4 8 7 1 , 4 6 1 1 , 1 4 3 — — 1 1 5 , 6 6 9 i T a x e s (24 ) 49 5 6 9 58 49 — — 4 , 8 6 5 ! S u p p l i e s & E x p e n s e s (25 ) 124 9 1 9 2 9 0 7 1 — — 2 8 , 8 8 3 i 
T O T A L ( 2 6 ) 3 , 5 6 2 1 7 , 4 5 2 2 , 7 5 8 1 , 6 5 2 2 3 8 , 9 7 8 1 
D-5. SUMMARY OF TRANSACTIONS 
( D e c . t o M a r c h ) A d m . B . O . C . S . D . R . D . E . R . H . K . 
r 
j 
T O T A L j 
( 1 ) ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( 7 ) ( 2 2 ) : 
A d m i n i s t r a t i o n ( 1 ) $ $ 1 , 2 0 0 $ 1 , 5 3 6 $ 2 , 6 8 8 $ 2 , 4 4 8 $ 1 , 0 5 6 $ 1 , 4 4 0 $ 1 7 6 , 1 7 7 i 
B u s i n e s s O f f i c e ( 2 ) 2 , 7 1 4 3 6 8 4 1 2 3 1 7 9 2 , 5 5 8 1 1 1 1 4 , 4 0 9 
C e n t r a l S e r v i c e s ( 3 ) — — — — — 1 0 0 — 4 , 5 4 3 ; D e l i v e r y R o o m ( 4 ) — — — — — — — 6 , 1 7 9 , D i e t a r y ( 5 ) 8 3 9 2 9 — — — — — 2 2 , 4 4 5 ; E m e r g e n c y R o o m ( 6 ) — — — — — — — 2 0 , 4 1 4 j H o u s e k e e p i n g ( 7 ) 1 , 1 7 3 3 6 5 2 , 4 3 6 1 , 5 3 8 3 5 6 1 , 0 9 3 4 5 5 4 , 3 8 0 ; 
L a b o r a t o r y & P a t h o l o g y ( 8 ) — — — — — — — 1 0 7 , 0 3 6 M e d i c a l R e c o r d s ( 9 ) 1 , 2 0 6 6 3 0 — 3 2 — 2 7 — 5 , 2 8 1 ; M a i n t e n a n c e & E n g . ( 1 0 ) 1 8 , 5 3 5 5 1 7 4 0 5 9 0 9 8 7 5 7 6 9 4 9 0 3 9 , 1 4 2 
N u r s i n g S e r v i c e s ( 1 1 ) — — — — — — — 3 2 3 , 5 0 8 : O p e r a t i n g R o o m ( 1 2 ) — — — — — — — 5 4 , 9 2 8 ; P e r s o n n e l ( 1 3 ) . 2 4 7 6 4 3 4 7 — 4 3 5 2 2 7 5 0 9 8 , 0 5 1 ! P h a r m a c y ( 1 4 ) 2 3 9 — 2 3 1 8 5 2 2 1 — 9 , 0 5 6 i P u r c h a s i n g ( 1 5 ) 2 8 4 9 4 2 9 9 1 0 9 8 1 2 5 2 0 2 2 , 7 9 5 ; 
R a d i o l o g y ( 1 6 ) — — — — — — — 9 7 , 7 4 3 R e c o v e r y R o o m ( 1 7 ) — — — — — — 1 0 , 6 6 0 E . K . G . ( 1 8 ) — — — — — — — 9 , 9 5 0 1 
T o t a l I n c o m e ( 1 9 ) 9 6 6 , 6 9 7 
D e p r e c i a t i o n ( E q u i p . ) ( 2 0 ) 5 4 4 8 5 2 8 7 6 4 2 4 1 , 3 4 8 1 2 0 1 1 6 1 4 , 4 4 0 
D e p r e c i a t i o n ( P l a n t ) ( 2 1 ) 1 6 , 1 0 4 1 , 3 3 6 1 , 9 5 6 5 , 2 0 0 3 , 6 4 8 1 , 0 6 8 1 , 6 0 0 8 5 , 0 2 0 
U t i l i t i e s ( 2 2 ) 3 , 7 5 8 3 1 1 4 5 6 9 5 5 8 5 2 2 4 8 4 1 4 2 0 , 7 6 1 
S a l a r i e s & W a g e s ( 2 3 ) 5 , 9 6 4 4 1 , 5 6 8 5 , 2 2 6 3 , 6 6 3 2 3 , 9 6 8 1 7 , 3 2 5 1 7 , 0 1 2 4 3 9 , 9 4 4 
T a x e s ( 2 4 ) 2 4 8 1 , 8 0 4 2 3 0 1 6 2 1 , 0 4 3 7 5 0 7 3 7 1 9 , 1 0 5 
S u p p l i e s & E x p e n s e s ( 2 5 ) 3 7 , 9 2 8 1 , 7 0 8 8 4 5 2 , 3 8 3 1 2 , 0 9 3 3 , 5 5 8 1 9 , 0 8 3 1 1 0 , 5 9 3 
T O T A L ( 2 6 ) 8 9 , 5 6 0 5 1 , 5 4 6 1 4 , 7 7 6 1 8 , 0 0 5 4 7 , 3 4 8 2 9 , 2 4 3 4 1 , 7 5 9 
SUMMARY OF TRANSACTIONS (CONTINUED) 
( D e c . t o March) L a b . M.R. M&E N . S . O . R . P e r s . P h a r . TOTAL 
(8 ) (9 ) ( 1 0 ) ( 1 1 ) ( 1 2 ) ( 1 3 ) ( 1 4 ) ( 2 2 ) 
A d m i n i s t r a t i o n (1) $ 1 , 6 8 0 $ 864 $ 1 , 1 5 2 $ 2 1 , 7 9 2 $ 3 , 8 4 0 $ 1 , 5 3 6 $ 768 $ 1 7 6 , 1 7 7 
B u s i n e s s O f f i c e (2) 968 1 5 1 115 6 , 0 2 0 374 — 115 1 4 , 4 0 9 
C e n t r a l S e r v i c e s (3) — — — 4 , 2 6 8 3 0 — — 4 , 5 4 3 
D e l i v e r y Room (4 ) — — — — — — — 6 , 1 7 9 
D i e t a r y (5) — 24 — 2 1 , 4 7 3 11 — — 2 2 , 4 4 5 
E m e r g e n c y Room ( 6 ) — — — — — — — 2 0 , 4 1 4 
H o u s e k e e p i n g (7 ) 204 97 122 4 2 , 4 6 1 2 , 3 9 6 2 1 1 1 0 9 5 4 , 3 8 0 
L a b o r a t o r y & P a t h o l o g y (8) — — — — — — — 1 0 7 , 0 3 6 
M e d i c a l R e c o r d s (9) 942 — — 1 , 7 0 9 — 1 — 5 , 2 8 1 
M a i n t e n a n c e & E n g . ( 1 0 ) 944 94 5 7 9 1 1 , 0 5 2 2 , 0 9 2 78 104 3 9 , 1 4 2 
N u r s i n g S e r v i c e s ( 1 1 ) — — — — — — — 3 2 3 , 5 0 8 
O p e r a t i n g Room ( 1 2 ) — — — — — — — 5 4 , 9 2 8 
P e r s o n n e l (13 ) 302 1 1 9 4 5 0 3 , 8 5 9 502 24 1 9 6 8 , 0 5 1 
P h a r m a c y (14 ) 11 — — 8 , 3 4 6 68 77 — 9 , 0 5 6 
P u r c h a s i n g (15 ) 148 72 114 8 1 5 4 0 5 2 1 40 2 , 7 9 5 
R a d i o l o g y (16 ) — — — — — — — 9 7 , 7 4 3 
R e c o v e r y Room (17 ) — — — — — — — 1 0 , 6 6 0 
E . K . G . (18 ) — — — — — — — 9 , 9 5 0 
T o t a l Income ( 1 9 ) 9 6 6 , 6 9 7 
D e p r e c i a t i o n ( E q u i p . ) (20 ) 1 , 0 6 8 192 132 5 , 2 6 0 1 , 0 9 6 4 4 48 1 4 , 4 4 0 
D e p r e c i a t i o n ( P l a n t ) (21 ) 2 , 0 4 8 2 , 2 6 4 7 1 2 3 6 , 8 8 8 2 , 1 4 0 1 , 9 5 6 4 4 4 8 5 , 0 2 0 
U t i l i t i e s (22 ) 518 166 291 9 , 0 1 1 1 , 4 3 3 4 5 6 125 2 0 , 7 6 1 
S a l a r i e s & Wages (23 ) 4 9 , 2 1 1 8 , 6 3 3 2 5 , 4 2 3 1 4 8 , 4 9 7 2 5 , 3 0 0 3 , 6 5 8 1 2 , 1 2 1 4 3 9 , 9 4 4 
T a x e s ( 2 4 ) 1 , 8 4 3 372 1 , 1 0 5 6 , 4 1 3 1 , 0 9 8 1 6 4 5 2 1 1 9 , 1 0 5 
S u p p l i e s & E x p e n s e s (25 ) 4 , 4 6 1 467 2 , 9 2 1 5 , 3 2 1 1 4 , 4 2 6 244 — 1 1 0 , 5 9 3 
TOTAL (26 ) 6 4 , 3 4 8 1 3 , 5 1 5 3 3 , 1 1 1 3 3 2 , 1 9 6 5 5 , 2 1 1 8 , 4 7 0 1 4 , 5 9 1 
SUMMARY OF TRANSACTIONS (CONTINUED) 
T o t a l P a t . 
( D e c . t o March) P u r c h . R a d . R . R . E . K . G . O u t s i d e C h a r g e I n c . TOTAL 
( 1 5 ) ( 1 6 ) ( 17 ) ( 1 8 ) ( 1 9 ) ( 2 0 ) ( 2 1 ) ( 2 2 ) 
A d m i n i s t r a t i o n (1 ) $ 2 , 8 3 2 $ 1 , 5 8 4 $ 912 $ 672 $ $ $ 1 3 8 , 1 7 7 $ 1 7 6 , 1 7 7 
B u s i n e s s O f f i c e (2 ) 152 307 73 1 9 0 — — 1 4 , 4 0 9 
C e n t r a l S e r v i c e s (3 ) — — 142 — — — 4 , 5 4 3 1 
D e l i v e r y Room (4) — — — — — 6 , 1 7 9 6 , 1 7 9 
D i e t a r y (5 ) — 68 — — — — 2 2 , 4 4 5 
E m e r g e n c y Room (6) — — — — — 2 0 , 4 1 4 2 0 , 4 1 4 
H o u s e k e e p i n g (7 ) 132 7 4 9 833 63 — — 5 4 , 3 8 0 
L a b o r a t o r y & P a t h o l o g y (8) — — — — — 1 0 7 , 0 3 6 1 0 7 , 0 3 6 
M e d i c a l R e c o r d s (9 ) — 116 — — 6 1 6 — 5 , 2 8 1 
M a i n t e n a n c e & E n g . (10 ) 214 1 , 1 3 4 2 5 9 43 5 0 — 3 9 , 1 4 2 
N u r s i n g S e r v i c e s (11 ) — — — — — 3 2 3 , 5 0 8 3 2 3 , 5 0 8 
O p e r a t i n g Room (12 ) — — — — — 5 4 , 9 2 8 5 4 , 9 2 8 
P e r s o n n e l ( 1 3 ) 6 0 1 8 6 48 12 — — 8 , 0 5 1 
P h a r m a c y (14 ) — 15 33 — — — 9 , 0 5 6 
P u r c h a s i n g ( 1 5 ) — 30 — 37 — — 2 , 7 9 5 
R a d i o l o g y (16 ) — — — — — 9 7 , 7 4 3 9 7 , 7 4 3 
R e c o v e r y Room ( 1 7 ) — — — — — 1 0 , 6 6 0 1 0 , 6 6 0 
E . K . G . ( 1 8 ) — — — — — 9 , 9 5 0 9 , 9 5 0 
T o t a l Income (19 ) 9 6 6 , 6 9 7 
D e p r e c i a t i o n ( E q u i p . ) ( 2 0 ) 1 0 4 2 , 0 6 0 92 64 — — 1 4 , 4 4 0 
D e p r e c i a t i o n ( P l a n t ) (21 ) 4 , 3 6 0 2 , 0 4 8 8 8 8 3 5 6 — — 8 5 , 0 2 0 
U t i l i t i e s (22 ) 1 , 0 1 8 477 1 8 6 82 — — 2 0 , 7 6 1 
S a l a r i e s & Wages (23 ) 4 , 6 7 2 4 7 , 6 2 0 3 , 9 9 0 4 , 0 6 9 — — 4 3 9 , 9 4 4 
T a x e s (24 ) 2 0 1 2 , 0 6 5 172 1 7 6 — — 1 9 , 1 0 5 
S u p p l i e s & E x p e n s e s ( 2 5 ) 487 3 , 2 6 0 1 , 0 4 9 3 4 6 — — 1 1 0 , 5 9 3 
TOTAL ( 2 6 ) 1 4 , 2 3 2 6 1 , 7 1 9 8 , 6 7 7 6 , 1 1 0 9 0 4 , 3 2 7 
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VITA 
Tee H. H i e t t was born in Dora , Alabama on J a n u a r y 8 , 1 9 2 6 , t h e 
f i r s t son o f Tee H. and E t h e l ( n e e Gresham) H i e t t . He a t t e n d e d p u b l i c 
s c h o o l s in Dora and g r a d u a t e d from Dora High S c h o o l i n J u n e , 1 9 4 3 . 
A f t e r s e r v i n g i n t h e U . S . Navy du r ing World War I I , Mr. H i e t t 
e n r o l l e d in t h e a g r i c u l t u r a l e n g i n e e r i n g c u r r i c u l u m a t t h e U n i v e r s i t y 
o f Auburn. F o l l o w i n g g r a d u a t i o n w i th t h e B a c h e l o r o f S c i e n c e d e g r e e 
i n 1 9 4 9 , he worked wi th t h e J . I . Case Company in A t l a n t a , G e o r g i a , a s 
a s e r v i c e e n g i n e e r . 
In 1 9 5 4 , Mr. H i e t t e n r o l l e d in t h e g r a d u a t e program o f t h e 
S c h o o l o f I n d u s t r i a l E n g i n e e r i n g a t G e o r g i a T e c h . With t h e a c c e p t a n c e 
o f h i s t h e s i s , An Analysis of the Efficiency of Acceptance Sampling 
Plans, under t h e d i r e c t i o n o f P r o f e s s o r Donald F . Holmes , Mr. H i e t t 
c o m p l e t e d t h e r e q u i r e m e n t s f o r t h e M a s t e r o f S c i e n c e d e g r e e in 195 7 . 
As he c o m p l e t e d t h e d e g r e e r e q u i r e m e n t s , Mr, H i e t t began h i s 
t e a c h i n g c a r e e r a s a L e c t u r e r i n t h e S c h o o l o f I n d u s t r i a l E n g i n e e r i n g 
a t G e o r g i a T e c h , t e a c h i n g in t h e a r e a s o f e n g i n e e r i n g s t a t i s t i c s , p r o ­
d u c t i o n c o n t r o l , e n g i n e e r i n g economy, e l e c t r o n i c d a t a p r o c e s s i n g , 
mot ion and t i m e s t u d y , and s t a t i s t i c a l q u a l i t y c o n t r o l . In J a n u a r y , 
1 9 5 7 , he m a r r i e d t h e f o r m e r Monterey K i r b y o f Bi rmingham, Alabama. 
When Dr . Haro ld E . S m a l l e y came t o G e o r g i a Tech i n 1 9 5 8 , Mr. H i e t t was 
i n t r o d u c e d t o h o s p i t a l i n d u s t r i a l e n g i n e e r i n g . In a s s o c i a t i o n w i t h 
Dr . S m a l l e y , he a s s i s t e d i n t h e deve lopment o f t h e f i r s t f u l l - t i m e 
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h o s p i t a l i n d u s t r i a l e n g i n e e r i n g program i n Alabama a t t h e U n i v e r s i t y o f 
Alabama H o s p i t a l s and C l i n i c s i n Bi rmingham. As A s s i s t a n t R e s e a r c h 
E n g i n e e r a t t h e E n g i n e e r i n g E x p e r i m e n t S t a t i o n a t G e o r g i a T e c h , Mr. 
H i e t t p a r t i c i p a t e d i n a p r o j e c t i n v e s t i g a t i n g t h e e c o n o m i c f e a s i b i l i t y 
o f d i s p o s a b l e v e r s u s r e p r o c e s s e d supp ly i t e m s f o r h o s p i t a l s . Mr. H i e t t 
was promoted t o t h e rank o f A s s i s t a n t P r o f e s s o r o f I n d u s t r i a l E n g i n e e r ­
ing and s e r v e d a s t h e a s s i s t a n t t o t h e d i r e c t o r o f t h e S c h o o l o f 
I n d u s t r i a l E n g i n e e r i n g . 
In 1 9 6 0 , a d a u g h t e r , Lynne M o n t e r e y , was b o r n . A l s o du r ing t h i s 
y e a r Mr. H i e t t r e s i g n e d h i s appo in tmen t from G e o r g i a Tech i n o r d e r t o 
j o i n t h e Agency f o r I n t e r n a t i o n a l Development o f t h e U . S . Government t o 
work in E l S a l v a d o r , C e n t r a l A m e r i c a . In h i s t w o - y e a r t o u r o f d u t y , 
Mr. H i e t t a s s i s t e d in t h e deve lopment o f an i n d u s t r i a l e n g i n e e r i n g c u r ­
r i c u l u m a t t h e U n i v e r s i t y o f E l S a l v a d o r . He a l s o a d v i s e d and a s s i s t e d 
t h e N a t i o n a l I n d u s t r i a l Development Agency o f t h e government o f E l 
S a l v a d o r i n t h e d e v e l o p m e n t o f a n i n d u s t r i a l e n g i n e e r i n g s e c t i o n , and 
he gu ided s t u d i e s in such a r e a s a s mot ion and t i m e s t u d y , p l a n t l a y o u t , 
and p r o d u c t i o n p l a n n i n g . 
In 1 9 6 3 , a f t e r r e t u r n i n g t o A t l a n t a , Mr. H i e t t e n r o l l e d i n t h e 
P h . D . program o f t h e S c h o o l o f I n d u s t r i a l E n g i n e e r i n g a t G e o r g i a T e c h , 
and a l s o began work ing a s t h e D i r e c t o r o f t h e H o s p i t a l D i v i s i o n o f 
Management S c i e n c e A m e r i c a , I n c . In t h i s a s s i g n m e n t , he was i n s t r u ­
m e n t a l in e s t a b l i s h i n g t h e f i r s t f u l l - t i m e h o s p i t a l i n d u s t r i a l 
e n g i n e e r i n g program in G e o r g i a a t H a l l County H o s p i t a l in G a i n e s v i l l e . 
A d a u g h t e r , Deborah J e a n , was bo rn in 1 9 6 4 . R e s i g n i n g from MSA 
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in 1 9 6 5 , Mr. H i e t t a c c e p t e d a p o s i t i o n a s L e c t u r e r i n t h e S c h o o l o f 
I n d u s t r i a l E n g i n e e r i n g a t G e o r g i a Tech w h i l e c o n t i n u i n g h i s s t u d i e s 
toward t h e P h . D . d e g r e e . Areas o f t e a c h i n g r e s p o n s i b i l i t y i n c l u d e d 
methods and s y s t e m s a n a l y s i s and e n g i n e e r i n g economy. Mr. H i e t t c o n ­
t i n u e d t o work wi th Dr . S m a l l e y i n h o s p i t a l i n d u s t r i a l e n g i n e e r i n g and 
p a r t i c i p a t e d i n t h e d e v e l o p m e n t , d e s i g n , and conduc t o f a program t o 
t r a i n and i n s t a l l h o s p i t a l management s y s t e m s a n a l y s t s i n t e n h o s p i t a l s . 
Mr. H i e t t r educed h i s t e a c h i n g l o a d in 1 9 6 8 in o r d e r t o form 
Management S c i e n c e H e a l t h , I n c . , a f i r m o r g a n i z e d t o p r o v i d e management 
c o n s u l t i n g s e r v i c e s t o h o s p i t a l s and t o t h e h e a l t h i n d u s t r y , and i n 
1969 he r e s i g n e d h i s f a c u l t y a p p o i n t m e n t . One o f t h e i n i t i a l m a j o r 
p r o j e c t s unde r t aken by Mr. H i e t t i n t h i s f i r m was t h e development o f 
t h e i n d u s t r i a l e n g i n e e r i n g program a t C e n t r a l S t a t e H o s p i t a l i n 
M i l l e d g e v i l l e , G e o r g i a . In 19 7 1 , Mr. H i e t t r e s i g n e d from t h e f i r m t o 
devo te h i s t ime t o c o m p l e t i n g t h e d i s s e r t a t i o n and t o p u r s u i n g h i s 
i n t e r e s t i n t h e a r e a o f h o s p i t a l management s y s t e m s . 
In S e p t e m b e r , 1 9 7 2 , Mr. H i e t t a c c e p t e d an appo in tmen t a s 
A s s o c i a t e P r o f e s s o r in t h e Gradua te Program i n H o s p i t a l and H e a l t h 
A d m i n i s t r a t i o n a t t h e U n i v e r s i t y o f Alabama i n Bi rmingham. 
Mr. H i e t t i s a r e g i s t e r e d p r o f e s s i o n a l e n g i n e e r in Alabama and 
a member o f t h e American I n s t i t u t e o f I n d u s t r i a l E n g i n e e r s , t h e H o s p i t a l 
Management Sys t ems S o c i e t y , Alpha P h i Mu, and Sigma X i . 
